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WHITNEY H. SHEPARDSON 


PREFACE 


HERE, in approximately 400 pages of text, the authors have 
tried to tell the story of the foreign relations of the United 
States during 1938. The problem of keeping this year’s survey 
within the physical limits of the six previous volumes has been 
a hard one to solve. There is an immense amount of material 
already at hand. Selection has been difficult, arrangement 
more so, and the task of interpretation has been more exacting 
than ever before. For the world was in a state of incipient war 
and revolution during the twelve months under review, and 
the interactions of events abroad and American foreign policy 
were many and profound. 

The authors have no illusion that they have written a defini- 
tive history of their subject-matter—not even, as Mr. Cham- 
berlain might say, a “history for our time.” But they have 
applied themselves conscientiously to their assignment—to go 
down to the bottom of the well and come up, as soon as possible, 
with a balanced, adequate, non-partisan account of one year’s 
events in the foreign field and the relation of American policy 
to them. In an earlier volume they described their product as 
“a first draft of history.” That is what it is, and that is all 
it is. 

Events in Europe during 1938 have been treated in con- 
siderably greater detail than in other years. The reason is that 
in the opinion of the authors they had a special impact and 
influence on the thought of the people of the United States 
about their own future. Time will tell whether this concern, 
so strongly felt after the Munich Accord, was well grounded 
or imaginary. Nevertheless, it existed and thereby is an im- 
portant part of the year’s story. 

Once more the authors find it difficult to make direct ac- 
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knowledgment to all to whom they are indebted for criticism 
and suggestions. While they are grateful for help from many 
sources, they alone are responsible for the content of the volume. 
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CHAPTER ONE 
NOT IN BATTLE ONLY 


It was back in the year 1920 that H. G. Wells wrote his Out- 
line of History. With the instinct of a good journalist he chose 
precisely the right moment for a survey of the past, the present 
and the future of the human race. The European war had come 
to an end, the Treaty of Versailles had been signed, and the 
League of Nations had been established. In the minds of the 
people of the victorious nations a new era had begun—an era 
in which men, profiting from recent experience, would conform 
their natures to a régime of peace. The Kaiser’s Germany had 
been crushed, the world had been saved for democracy, inter- 
national trade had again resumed its flow, and the American 
voter, home from the war and sick of it, was about to elect to 
the Presidency one Warren G. Harding, who coveted ‘‘a free, 
righteous American business” and sought, with the blessing of 
Almighty God, “to make America normal and dependable 
again.” 

In the mood of those days Mr. Wells, writing history, was 
tempted to try his hand at prophecy: 


The Great War of 1914-18 was the culmination of the military 
energies of the Western populations, and they fought well because 
they believed that they were fighting the “war to end war.” They were. 
German imperialism, with its organized grip upon education and its 
close alliance with an aggressive commercialism, was beaten and fin- 
ished. The militarism and imperialism of Britain and France and Italy 
are by comparison feeble, disorganized and disorganizing survivals. 
They are things “left over’ by the Great War. They have no per- 
suasive power. They go on for sheer want of wits to leave off. No 
European government will ever get the same proportion of its people 
into the ranks and into the munitions works again as the governments 
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of 1914-18 did. Our world is very weak and feeble still, but its war 
fever is over. 


More than twenty years before all that—in 1898, in fact— 
Mr. Wells had written another book about the human race. 
He had called it The War of the Worlds. Perhaps as he slaved 
away on his Outline he felt sorry that he had once allowed his 
youthful imagination to whiz around among the planets. 
Perhaps, after the exploits of Guynemer and Richthofen, after 
the invention of tanks, Big Berthas and poison gas, after the 
development of the U-boat and the counter-development of 
the Q-boat—perhaps after all these accomplished realities— 
Mr. Wells came to the conclusion that mere imagination was 
pretty tame stuff. Or perhaps, having written plenty of other 
books in between, he just plain forgot about his War of the 
W orlds. 

But not so the radio script writers. In the autumn of 1938 
they took it down from the shelf, dusted it off, put it into 
dramatic form, gave an American setting to it, and turned it 
over to the Mercury Theatre on the Air to be used some eve- 
ning, if suitable, as a one-hour diversion. In this way the story 
passed out of the control of Herbert Wells, author, into the 
control of Orson Welles, broadcaster. Mr. Orson Welles, read- 
ing it over, wasn’t convinced that it would “click’’; “it was our 
thought,” said he, “that perhaps people might be bored or 
annoyed at hearing a tale so improbable.” But for lack of some- 
thing better, the boys at the studio decided to give it a try any- 
way; and on the radio programs published in the newspapers 
of October 30 the following routine announcement appeared: 
“P.M. 8:00-9:00—Play: H. G. Wells’s ‘War of the Worlds’ 
—W ABC.” 

To be sure the script writers had streamlined the story here 
and there—a little recasting of the plot to help it “get across.” 
So the broadcast began with an innocent weather report. Then 
a dull announcement that the program would be continued 
with dance music, and for a short time the music went on. 
Suddenly there was a “break-in” with a “flash”; a professor 
at an observatory had just seen gas explosions on the planet 
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Mars. Then a “bulletin” from the imaginary scene; an object 
like a meteor had struck at Grovers Mill, four miles south of 
Princeton, New Jersey, killing fifteen hundred persons, and 
out of this ‘‘meteor” had come strange creatures, men of Mars, 
armed with death rays. . . . At once the invading army moves 
on New York City, slaughtering as it goes. “Flash!” The Sec- 
retary of the Interior goes to the microphone and describes 
such horrors as the earth has never known. Other “officials” 
plead with residents of the Eastern cities to flee for their lives. 
Martial law is declared in New Jersey: army fliers battle in 
the skies against the monster machines. “Flash! One machine 
partially crippled, believed hit by shell from army gun in 
Watchung mountains. Guns now appear silent. A heavy black 
fog hangs over the earth. . . .” 

At the beginning of this broadcast Orson Welles had ex- 
plained the nature of the imaginary news bulletins which he 
was presenting week by week. Three times within the hour the 
evening’s entertainment was interrupted while the radio hearers 
were told, in perfectly plain language, that they were listening, 
not to news, but to a play. Nevertheless, in spite of these ex- 
planations and in spite of the preposterous character of the 
story, panic swept that night across the length and breadth of 
the United States. 

What happened is history. The account may be read in any 
American newspaper published on the following day. And the 
facts, as reported in the New York Times and World-Telegram, 
for example, are as unbelievable as the wild fantasy of H. G. 
Wells itself. Playgoers in New York rushed from the theatres 
to save their lives; people on the streets ran to nearby churches 
to pray; telephone switchboards at police stations and news- 
paper offices were bogged down with inquiries; the Philadel- 
phia office of the Columbia Broadcasting System, Inc., received 
more than 4,000 calls from panic-stricken listeners. Motorists 
on the Jersey highway abandoned their destinations and drove 
like mad in a westerly direction from the neighborhood of the 
“invasion.” In Newark more than thirty families rushed to the 
street with wet towels around their faces. Hundreds of physi- 
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cians and nurses telephoned to police headquarters to offer 
their services. In Providence, Rhode Island, the switchboard 
of the electric light company was besieged by men who begged 
for a “‘black-out.” Officers of the National Guard in various 
cities called up the armories to get their orders. In San Fran- 
cisco, Chicago, Saint Louis, and New Orleans people ran out 
of their houses to ask friends, strangers, anybody, how to escape 
from the terror that was “moving rapidly westward” . . . And 
two members of the Department of Geology at Princeton Uni- 
versity, taking their lives in their hands, went to Grovers Mill 
in order to inspect the ‘‘meteor.” 

Many explanations were given for this exhibition of human 
frailty. It was ascribed to the “power of the lie,” to the peculiar 
effect radio has on the mass of people, to their state of nerves 
after the broadcasts bellowed at them during the September 
war Crisis in Europe. See, said the sages, how little our popular 
education has done to increase human intelligence, how dan- 
gerous it is to have a smattering of science, how stupid, cow- 
ardly and ignorant the people are! Well, it is possible that the 
analytical mind can not help much in dealing with this subject 
matter. It seems to require not analysis but intercession—a 
humble petition addressed to the mercy of the Creator—that 
He overlook our October evening’s aberration, reserving the 
extent of His compassion for thousands of other miserable 
puppets the world over, full of terror or full of venom, who 
in the year of Our Lord 1938 did in fact assault, resist, trap, 
cringe, whip up, beat down, run like hell, blast, threaten, shoot 
or be shot—then lay in a lump on the ground. 


II 


A purely scientific study of the decomposition of the human 
body when exposed to the elements yields conclusions of some 
interest. First of all, the best minds agree that once the process 
has begun, it cannot be reversed. Homo exanimatus exani- 
matus est. It is also well established, Nazi authorities to the 
contrary notwithstanding, that the process works at precisely 
the same pace on Aryan and non-Aryan cadavers. Lastly, there 
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is a mild surprise in store for those who think that this business 
of decomposition is over and done with in a trice (shall we 
say?), or even in a twelvemonth. In 1937 the Imperial War 
Graves Commission reported, after twenty years’ labor, that 
bodies were still being found on the battlefields of France and 
Belgium at the rate of twenty to thirty a week, and that 10 
to 15 per cent of them could still be identified. . . . “The 
Commission’s report,” says one reviewer, “is charmingly writ- 
ten, and illustrated by admirable photographs of different 
cemeteries.” 


Ill 


No one who was present in the Hall of Mirrors at the Palace 
of Versailles on June 28, 1919, can ever forget that scene. Here 
was the room in which the German Empire had first been pro- 
claimed, here was the table on which Thiers had been forced 
to sign the conditions of peace which Germany imposed on 
France after the war of 1870. Now, in 1919, in that same room, 
on that same table, the representatives of that same Germany 
were about to sign another treaty, not as conquerors but as 
conquered. 

With what superb dramatic skill the French authorities had 
staged this show! There at the long table, deploying to the 
right and left from the central figures of Clemenceau, Wilson 
and Lloyd George, sat the plenipotentiaries of the victorious 
powers—first, the other delegates of France, the United States 
and the British Empire; next, the representatives of Italy and 
Japan; and then, in order, those who were empowered to sign 
for Belgium, Bolivia, Brazil, Cuba, Ecuador, Greece, Guate- 
mala, Haiti, the Hedjaz, Honduras, Liberia, Nicaragua, Pan- 
ama, Peru, Poland, Portugal, Rumania, the Serb-Croat-Slovene 
State, Siam, Czechoslovakia and Uruguay. (Was it conceivable, 
one thought, that all these countries had been allied against 
Germany?) With their secretaries, their military attendants, 
their experts and their pressmen they filled this gigantic hall 
so that there was hardly any elbow room. Against the walls of 
the main room and down the circular staircase, shoulder to 
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shoulder and as motionless as suits of armor in a gallery, stood 
lines of French cuirassiers with gleaming silver helmets and 
flowing black plumes. There was a squad of grizzled French 
veterans of the War of 1870, now ready to die, no doubt, since 
with their own eyes they were about to behold the reward of 
the wicked. And finally, huddled in the embrasure of one of 
those great windows thirty feet high, was a group of a dozen 
human beings in French-blue uniform, mutilated beyond the 
power of words to describe. Blind men, all of them, with half a 
face shot off, ears gone, or skull bashed in. One had a knob 
of seared flesh for a head but no nose, no mouth—just a knob 
of seared flesh on top of his shoulders. 

So, what with one thing and another, the French authorities 
had packed the room full. Every inch was occupied; every chair 
was taken except two, reserved for the German delegates who 
had not entered yet. Sixty-six representatives of thirty-one states 
and commonwealths waited two minutes, five minutes, ten 
minutes for the delegates of the German Reich. In this tense 
period the word went from mouth to mouth that at the last 
moment the French had insisted that the pockets of the Ger- 
mans be searched for bombs. And rumor went on to say that 
the Germans had submitted to this search, but only on condition 
that the French would guarantee not to substitute for signature 
a copy of the Treaty different from the one they themselves 
had seen! A fantastic tale, but it ran all round the Hall of 
Mirrors during those ten minutes. It has never been told in 
print before, so far as the authors of this book are aware. It 
was certainly believed by everyone who heard it at the moment, 
but it has apparently been forgotten by everyone since. Whether 
true or not, the official record does show that when the German 


representatives finally entered, Clemenceau rose and addressed 
them: 


The session is open [he said}. You have before you, gentlemen, the 
Peace Treaty which I have duly authenticated as identical with the 
document delivered to the German delegation. . . . I now invite the 


delegates of the German Reich to sign the Treaty. 








tc an ls Sn OPER 


a 














a 
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First Hermann Miller, then Dr. Bell. They did not reply to 
Clemenceau. They got up from their seats and walked stiffly 
to the table on which the Treaty lay. If, at the moment of 
signing, they glanced up at the light that came through the 
high window, they could not fail to see the mass of mutilated 
men right under their eyes, almost within arm’s reach, placed 
exactly in that spot for exactly that purpose. First Miiller signed, 
then Bell signed. They walked back to their seats. Next 
Wilson, Lansing, White, House and Bliss. Then Lloyd George 
and the other British representatives, followed by the dele- 
gates from the Dominions. As the rest of the long file went 
up to the table and wrote down their names, the cannon on 
the terraces were fired and the magnificent fountains played. 
Outside thousands of people waited for Clemenceau, Wilson 
and Lloyd George, and when they came out the crowds con- 
verged on them, laughing and shouting and pushing. More 
guns were fired and the fountains shot higher and higher. 

One of the five plenipotentiaries of the United States who 
signed the Treaty that day was General Tasker Bliss. Others 
did not like the terms of the settlement—such as Keynes who 
resigned from the British delegation and wrote The Economic 
Consequences of the Peace; such as Bullitt who resigned from 
the American delegation and gave testimony before the Senate 
Foreign Relations Committee which led the Senate to repu- 
diate President Wilson; such as Garvin of the London Observer 
who condemned the Treaty for the ‘dragons’ teeth” that it 
sowed across the face of Europe. And there was General Smuts 
who, at the moment of signing, handed out a mimeographed 
statement criticizing some of the harsh terms imposed on Ger- 
many—a curious gesture, since he, more than any other living 
man, had been responsible for the huge toll of reparations 
demanded from the German Reich. But General Bliss, for all 
his private objections to certain provisions of the settlement, 
issued no self-protecting public disclaimer. His duty, as he 
saw it, was to follow the lead of his President. To his friends, 
however, he made no bones of his private opinions. And when 
these friends asked him what he thought of it all, what was the 
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future, as he saw it, in the light of the terms of peace, he gave 
a remarkable reply, simple and prophetic: ‘We are in for a 
low period,” said he, ‘then a high period, then the devil will 
be to pay all over the world.” 


IV 


For about five years civilization passed through the “low 
period” which General Bliss foresaw. It was inevitable that 
this should be so. The map of Europe—and to a lesser extent 
the map of the rest of the world—had been redrawn. Large 
colonial areas formerly dominated by Germany had passed into 
new hands, and changes in régime and trade were bound to 
follow. New leaders and untried forms of government suc- 
ceeded to the thrones of the Hohenzollerns, the Hapsburgs and 
the Romanoffs. Nations whose boundaries were enlarged or 
contracted by the terms of the Treaties were occupied with 
problems of administrative and economic readjustment. And 
the difficult life of mankind on the Continent, “‘cabined, cribbed 
and confined” by the artificial barriers to free movement and 
free exchange which existed before the war, now became more 
difficult than ever, thanks to the net addition of seven upstart 
post-war states, each clamoring for a spot in the sun. 

It was a “low period” in the new German Reich. Without 
prestige and shorn of military and naval power, deprived of 
her commercial fleets and sea-borne trade, saddled with a rep- 
arations debt of undetermined dimensions, cut off from the 
free use of her richest industrial resources, and watching the 
burning fuse of an inflation bomb which finally burst—with 
these handicaps Germany's inexperienced democratic govern- 
ment found it next to impossible to survive. 

It was a ‘low period” too in the new Russia, where all the 
known bases of civilized society—political, economic, moral 
and social—had been obliterated in order to complete the 
Revolution and establish Communism on a continental scale. 
So in France, split into innumerable factions, living under an 
unsound fiscal régime and faced with the dual task of restoring 


1 Frederick Palmer, Bliss: Peacemaker, 401. 
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her devastated territories and collecting reparations from the 
devastator. Twice invaded by the German terror in less than 
half a century, where was she to find security for her civiliza- 
tion and for her people? Not in the provisions of the Versailles 
Treaty, for her colleagues would not give her the left bank 
of the Rhine. Not in the Anglo-American Guarantee, for her 
colleagues promptly reneged on that obligation. Abandoned by 
the United States and Great Britain, she undertook to enforce 
the Treaty of Versailles single-handed; and in 1923, on the 
ground that reparations agreements had been violated, she 
marched troops of occupation into the Ruhr, against the judg- 
ment of Great Britain and against the interest, no doubt, of 
international reconciliation. 

The British Empire likewise had to make important readjust- 
ments. Internally she had to adapt her politics to the fact that 
the Dominions were claiming a degree of autonomy that ap- 
proached independence. Her position in international trade had 
to be reconstituted as best it could under unnatural post-war 
conditions. Her position as international banker had to be re- 
considered in view of the fact that the United States had 
emerged from the war as the most powerful creditor nation in 
the world. Externally and in her relations with the Continent, 
she sought to lift Germany out of the morass into which Lloyd 
George had helped to dump her, and to set her up again as a 
sufficient counterpoise to France in the everlasting game of 
the balance of power. 

The corresponding period of readjustment in the United 
States, though by no means so severe, was severe enough. The 
return of millions of men from war and from Europe to civilian 
life brought social and economic repercussions of the gravest 
sort; the change-over from a production geared up to a colossal 
military program to a production for peacetime requirements 
resulted in a depression which threw the country off balance 
for eighteen months. 

Notwithstanding all these difficulties, certain forces worked 
to reéstablish international society. Even without the participa- 
tion of the United States, Soviet Russia and Germany, the 
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League of Nations survived the risks attendant on its birth 
and took on the aspect of an indispensable institution. In spite 
of delays, a Permanent Court of International Justice was as- 
sembled and began to assume jurisdiction over a few inter- 
governmental disputes. The Washington Conference of 1922 
succeeded in limiting naval armaments and in establishing a 
régime of peace in the Pacific area. The war debtors of the 
United States began to make settlements with their creditor; 
some measure of realism was introduced into the problem of 
German reparations by the Dawes Plan; a new system of cur- 
rency, buttressed by an international loan, was created in 
Germany; the pound sterling was laboriously brought back 
to its pre-war parity with the dollar; and finally the French 
army of occupation was withdrawn from the Ruhr. Under the 
persevering statesmanship of Briand, Stresemann and Austen 
Chamberlain the security problem of Central Europe was stabil- 
ized by a complicated series of treaties of mutual guarantee, 
mutual assistance and arbitration, called collectively the Lo- 
carno Pact. More than any previous event of the post-war years, 
the conclusion of these agreements in 1925 symbolized the 
temporary triumph of reason over the insanities of war-making 
and peace-making. Mr. Austen Chamberlain believed that it 
marked “‘the real dividing line between the years of war and 
the years of peace,” and as such it was greeted by people the 
world over. As things turned out, this proved to be too optimis- 
tic an appraisal. Nevertheless it did represent the culmination 
of five years of adaptation to new conditions, five years of 
experiment by trial and error to reach a workable basis. These 
five years had been a low period indeed, but with Locarno 
the high period began. 


Vv 


It was said long ago by Fontenelle that if twenty philosophers 
should resolutely deny that the presence of the sun makes the 
day, whole nations might be brought to adopt that opinion. 
More than the required number having already imputed all 
our present troubles to the mistakes of the Versailles Treaty, 
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it would be hard to argue down that view. Nor is it intended 
to do so here. It may be pointed out, however, that during 
the period between 1925 and 1930 this view was not held; 
for though the German people cherished a grievance against 
their former enemies for making them solely responsible for 
the war, a great number of things happened during that time 
which helped to cure the defects of the Treaty, and, in com- 
bination, seemed to insure a new era of peace and prosperity 
the world over. By 1930 Germany had been a member of the 
League of Nations for four years; and though the United 
States and Soviet Russia were still outside of it, the American 
“unofficial observer” had become a fixture at Geneva meetings 
and the Russian government was officially represented in the 
Preparatory Disarmament Commission of the League. 

The manner of handling the reparations problem had been 
eased and improved. The whole affair had been treated with 
sobriety and intelligence. The Dawes Plan had worked with 
considerable initial success. Yet in 1929 it was superseded by 
the far better Young Plan, which fixed the amount due from 
Germany, set a limit to the period during which reparations 
could be collected, removed the allied controls, and separated 
the whole obligation into that part which was absolute and 
that part which was contingent upon Germany’s improved ca- 
pacity to pay. 

By 1930 the French, protected by the Locarno Pact and doing 
business once again with a franc hammered into stability by 
Poincaré, felt sure enough of the future to turn the occupied 
Rhineland provinces back to Germany five years before the 
time set by the Treaty. Furthermore, the Disarmament Com- 
mission of the League, after working on the problem for four 
years, made a report in 1930 containing a fair amount of 
promising material, which was intended for action at an in- 
ternational conference to be held in 1932. 

By 1930 Russia had given unmistakable evidence of the in- 
tention (or of the necessity) of abandoning her external pro- 
gram; and she was confining herself to economic and political 
problems within her own borders. Communist inroads on China 
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had been effectively checked, and there were signs that the 
long-hoped-for unification of the Chinese people had begun. 
In that same year the United States took the lead at London 
in extending substantial portions of the Washington Naval 
Treaty, and two years before the American Secretary of State 
had given his name to a pact for the “outlawing of war” which 
had been signed by more than sixty nations. 

Not only had Germany received the continuing benefits of 
the Dawes money of 1924, but suddenly (her recent bankruptcy 
forgotten) she became the recipient of funds, poured in on 
loan, in such amounts as had never before been seen flowing 
so fast to any one part of the world—millions for the central 
government, millions for the separate German states, millions 
for municipalities, water works, transportation systems, indus- 
trial companies, shipping, and millions even for certain under- 
takings of the Catholic Church. During 1927, 1928 and 1929 
approximately two billions of dollars, most of it from the 
United States, rushed to the arms of its new-found mistress. 
New York investment banking houses combed the whole of 
Germany for “opportunities,” the transatlantic telephone did 
a boom business, and American financiers, figuratively speaking, 
cut each other’s throats in the corridors of the Hotel Adlon in 
Berlin in the fight to lend money to any well-dressed Konzern 
which was literate enough to sign for the dollars on the dotted 
line. 

Such developments as these tended to push the war and 
the Treaty well into the background, and to fix men’s minds on 
the expansive present with its promise of even better days 
to come. It was true that in October and November, 1929, 
after a boom of remarkable height and duration, there had 
been a succession of collapses on the New York Stock Ex- 
change which had knocked about $25,000,000,000 off the value 
of its listed securities. Many companies had failed, many in- 
dividuals had been wiped out; but in the spring of 1930 busi- 
ness was still moving along at a good pace, stock market 
averages had staged a sharp recovery, the government in Wash- 
ington had taken steps to offset the effects of the slump, and 
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the country as a whole felt that prosperity and progress would 
soon be resumed. A rugged mathematician or two pointed out 
that these twenty-five billion dollars, so lost in a couple of 
months, had been four times as much as the then present 
worth of all the formidable reparations that Germany was 
bound to pay over the next thirty-three years. But this calcula- 
tion fell on deaf ears. Its significance went unheeded. Had 
not the President’s Committee on Recent Economic Changes 
lately completed an exhaustive study of conditions in the 
United States? Had it not emphasized the “breadth and scale 
and tempo of recent developments,” and called attention to 
the “abounding production of all things which almost any 
man can want’? “We seem only to have touched the fringe 
of our potentialities. . . . Our situation is fortunate, our mo- 
mentum is remarkable.” These findings, to be sure, had been 
published in May, 1929,” and it was in the autumn that the 
securities markets crashed. But the melody of the song lingered 
on through the din of tumbling fortunes, so that in January, 
1930, Mr. Hoover could announce that employment had turned 
upward. In March he stated that thirty-six states were again 
normal, and in May he declared that the worst of the depression 
was over.* 

Well, it just wasn’t, that’s all. The depression, in fact, had 
only begun. What had come to an end with a bang was the 
“high period.” Thenceforth, as was spoken by the prophet, the 
devil was to pay all over the world. 


VI 


Before the year 1930 was out even Washington officials came 
to understand that something more than a cyclical recession 
was taking place. It was recognized as world-wide in its extent, 
and of unparalleled severity. Security prices and commodity 
prices resumed their downhill slide, production slackened off 
ominously, and unemployment became a major problem in 
every land. International commerce dried up, and the flow of 


2 Recent Economic Changes in the United States, 1, ix-xxii, passim. 
° For examples of the extraordinary optimism of public officials, bankers and 
industrialists during 1930, cf. The United States in World Affairs, 1931, 2-9. 
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capital from country to country was reduced to a mere trickle. 
Then first appeared those measures of desperation in the sphere 
of trade which plague the world today. Tariffs were raised to 
unprecedented heights in order to protect home industries, 
import quotas were established, and the artificial regulation 
of the exchanges began. As hope had fed on hope during the 
boom years, so now fear fed on fear. Self-sufficiency, autarchy 
and economic nationalism, for generations repudiated as hostile 
to the international capitalistic system, now became the slogans 
of salvation. 

If there were any remaining doubts as to the course events 
were taking, they were dispelled in 1931 when the economic 
storm broke out in fury on the European continent. This was 
the year in which the democratic governments of Germany and 
of Austria projected a customs union; but it was strangled in 
the cradle by intransigeant France. This was the year when 
the Austrian Credit Anstalt failed, with repercussions through- 
out the financial world. In this year Germany passed through 
a severe banking crisis, Hoover's twelve-month moratorium on 
intergovernmental debts was rushed into the breach, and Great 
Britain went off the gold standard. Japan invaded Manchuria, 
negotiations between France and Italy for the limitation of 
naval armaments broke down, and the shadow of Adolf Hitler, 
dim at first and preposterous, took shape as something im- 
portant in the internal affairs of the German Reich. 

Though the statistical curves of world production and world 
trade ended their descent in 1932 and began to rise, there was 
no equivalent improvement in the political relations between 
states. Though the disquieting problem of reparations was 
laid to rest at Lausanne, the solution was little more than a 
grudging admission of the inevitable. Though the Disarmament 
Conference met at Geneva with sixty nations attending, it 
proceeded to spend the next three years in accomplishing noth- 
ing. And though about the same number of nations, under 
the auspices of the League, solemnly declared that they would 
not recognize the fruits of aggression, the Japanese authori- 
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ties, to whom these sentiments were addressed, continued to 
parade without let or hindrance all over the face of Manchuria. 

In 1933 the deterioration of the relations between states 
was resumed at a more rapid pace. Germany accepted Hitler 
as her Chancellor and Leader, and he, with great dispatch, 
walked out of the Disarmament Conference and the League. 
The conference itself reached a deadlock which President 
Roosevelt’s appeal to the fifty-four participating nations failed 
to break, in spite of the fact that he offered a degree of Ameri- 
can collaboration in promoting disarmament and in securing 
peace which had not been offered since the days of Woodrow 
Wilson. Possibly the indifference of the rest of mankind to 
these proposals had some relation to the President’s message 
to the World Economic Conference a few months earlier, which 
shocked the assembly, reduced it to impotence, and made Ameri- 
can collaboration appear to be a thing of doubtful value. 

To recount in forward sequence, year by year, the main 
events which took place in the swift-moving affairs of the 
world between 1934 and 1938 would be neither interesting 
nor enlightening. They are all still vivid in the minds of most 
people. Something may be gained, however, by looking back 
over that much of the past, for in so doing the pattern of 
recent history can perhaps be discerned. By the end of 1938 the 
League of Nations, the World Court and the principle of col- 
lective security—the three positive and promising elements of 
the post-war system—had passed into the limbo of departed 
shades. Detailed plans had been drawn up to evacuate the 
League’s files and its personnel out of Switzerland into France 
in case of a general European war. The World Court, forgotten 
even by its friends, was performing nothing but obscure rites 
in its chill and massive building at the Hague; and collective 
security, the one realistic hope of peace, had been repudiated 
as “midsummer madness” by the Prime Minister of that Com- 
monwealth to which it might have meant so much—yet meant 
so little. What a transformation since 1934, when the world’s 
main business was still transacted at Geneva, the United States 
was within a hair’s breadth of joining the World Court, and 
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the principle of collective security was soon to be invoked by 
fifty-odd nations against a law-breaking member of the League! 

In 1934 the Versailles system of treaties, reinforced by the 
Locarno Pact, was still the cement which held the jerry-built 
post-war framework of Europe im statu quo. The interrelated 
Washington agreements of 1922 still held out some assurance 
of peace in the Pacific, in spite of the occupation of Manchuria 
by Japan and her first inroad into North China. Germany’s 
assault on the existing balance of power in Europe was only 
vaguely foreshadowed and, in “informed” quarters at least, it 
was confidently believed that Japan’s incursion into strictly 
Chinese territory was nothing weightier than a police expedi- 
tion to protect her position in ‘““Manchukuo.” 

Within four years—about the average length of life of a 
good suit of clothes—Japan had extended her armies farther 
and claimed dominion over the mainland of Eastern Asia; 
Italy had mowed down the Ethiopians and frightened off the 
League in a victorious war that whetted her ambitions in the 
Mediterranean; and Germany, under Hitler’s leadership, had 
risen out of internal chaos and external weakness to a place 
of supremacy on the continent of Europe. Meanwhile the 
rest of a reeling world had been treated to the spectacle of a 
two-year civil war in Spain—a fierce and bloody conflict over 
artificial issues, aggravated by the intervention of Soviet Rus- 
sia, Italy and Germany, sanctified by the non-intervention policy 
of Great Britain and France and resulting, net, in the loss of 
perhaps a million lives. 

At the end of this short four-year period, the last of the 
great governments of the world had thrown its budget-balancing 
figures into the ash-can; the manufacture of armaments had 
wrapped its tentacles around the body economic of the world; 
“rugged individualism” had turned tail and had run pell-mell 
to the cover of social security; capitalism had been knocked 
about the ring until its features were scarcely recognizable; 
and international trade, based in the last analysis on the free 
movement of gold, had shrunk in size or degenerated into 
barter as the world’s gold stocks found their way to the United 
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States from the far corners of the earth to be buried in ‘them 
thar hills” of Kentucky. 

If these four years marked the disintegration of the kind 
of existence that the living generations had come to know as 
civilization, it marked no less the rise of a competing conception 
of life in the center of the continent of Europe. In the new 
scheme of things the individual accepted subordination to the 
state in his political, economic, social and religious relations. 
For the practice of tolerance was substituted an uncompromis- 
ing nationalism, an exclusive racial zeal, and a system of 
espionage and punishment that put an end to free speech and 
the pursuit of abstract truth. The Christian doctrine gave place 
to State worship; democracy was supplanted by the principle 
of leadership; propaganda succeeded to the chair of education; 
and respect for the pledged word was ridiculed by the chief 
expositor of Nazi philosophy as a sign of weakness among 
decadent peoples. 

And if these four years marked the collapse of the political 
system which had prevailed in Europe since the end of the 
Great War, it marked no less the rise of a strong and ruthless 
opponent of that system and all that it stood for. Herr Hitler 
did not resume conscription in Germany in 1935 merely for 
the sake of exercising a right denied him by the Treaty of 
Versailles. He took that step in order to form the nucleus of 
an army which by 1938 numbered, in its regular services and 
first line reserves, at least two million men. The Fuhrer did 
not send troops into the forbidden Rhineland provinces in 
March of 1936 merely to assert full sovereignty over that par- 
ticular section of the Reich. He did it so that he might be free 
to fortify it with defenses equal to those of the Maginot line, 
and thus make it difficult if not impossible for France to give 
military support to her political satellites to the east and south 
of Germany. He did not repudiate the Versailles control of 
German rivers in 1937 merely to free his people of a humiliat- 
ing interference in their internal affairs; he did it so that he 
might have a weapon of economic pressure against land-locked 
Czechoslovakia, and so that he might create a threat to Great 








18 THE UNITED STATES IN WORLD AFFAIRS 


Britain by fortifying and enlarging the Kiel Canal. When in 
March of 1938 Austria was taken over, it was done not merely 
to incorporate a few million doubtful Germans in the Third 
Reich, but in order also to increase her fighting strength, gain 
access to raw materials, break through the post-war ring of 
French dependencies, and outflank the fortifications of Czecho- 
slovakia. And when in September of the same year three and 
a half million Czechs of German blood were added to Hitler- 
dom by the provisions of the Munich Accord, the greatest 
military barrier to the Drang nach Osten was broken down, 
and the way was opened for the extension of German hegemony 
over the Danubian states. 


Vil 


The “new Reich” it was called. But what was there new 
about it? Autarchy had been a popular economic doctrine in 
the old Germany of the nineteenth century. The subordination 
of the individual to the state had been an axiom of the Roman 
Empire; and as every reader of Maine’s Ancient Law is aware, 
the rights and duties of members of society had been governed 
by the principle of status long before they became governed 
by the principle of contract. Machiavelli, not Hitler, had first 
described the valuable uses to which the lie could be put. And 
the great Bismarck had left behind him a legacy of deep 
antipathy toward the Jews. 

Even the backdrop of the “new” set came out of the past. 
Half a century and more ago, young James Bryce wrote his 
Holy Roman Empire. Alois Schicklgruber had just changed his 
name to Hitler, and his son Adolf was not yet born. Yet of 
that time, not of this, James Bryce could say: 


To the southwest of the green plain that girdles-in the rock of 
Salzburg the gigantic mass of the Untersberg frowns over the road 
which winds up a long defile to the glen and lake of Berchtesgaden. 
There the peasants of the valley point out to the traveler the black 
mouth of a cavern, and tell him that within Barbarossa lies amid his 
knights in an enchanted sleep, waiting the hour when the raven shall 
cease to hover around the peak, and the pear-tree blossom in the valley, 
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to descend with his crusaders and bring back to Germany the Golden 
Age of peace and strength and unity. 


It was not Hitler, but Kaiser Wilhelm II, who, when he 
visited England for Queen Victoria’s funeral in 1901, com- 
plained to Lord Midleton that: 


Germany had nearly 70,000,000 people confined in a ring fence; 
every other great nation had expanded. Russia had gone to the East; 
Great Britain all over the world; France as far as possible in Africa; 
the United States to the West, and so on. He desired a place in the 
sun. There were many German interests to protect in South America. 
The lion in the path was the Monroe Doctrine.‘ 


And incredible as it may seem, it was not Hitler, but Thomas 
Mann himself—that intelligent and articulate foe of Nazi 
philosophy—who wrote in December, 1938, weeks after the 
Munich settlement, weeks after the iron of Chamberlain’s capit- 
ulation had entered into his heart, that the continent would 
now rapidly become Fascist; but that once this triumph had 
been completed, the area under totalitarian domination might 
become a United States of Europe, and the trashy and then 
useless ideology of conquest might give place to more humane 
conceptions in a unified field of Occidental culture.® Magna, 
forsooth, est veritas Germanica, et prevalebit! 

The old Reich it was indeed—the Reich of 1914—“head- 
strong now as then, integrated by a leader whose person is 
hedged about with a sort of divinity, preposterous in her pre- 
tensions of race and Kultur, growing in man-power, ambitious 
to extend her rule on the continent, covetous of colonies, 
arming at an ominous rate, and determined to occupy a place 
in the sun.’’*® Yet with all these likenesses—and because of 
them—there was a question which troubled American minds. 
Had the twenty years since the Armistice of the Great War 
been nothing except an agitated dream? Had that disastrous 
conflict accomplished nothing more than to delay the destined 

*Earl of Midleton, Records and Reactions, 1856-1939. 


5 Thomas Mann, This Peace, 34-35. 
8 The United States in World Affairs, 1934-1935, 3. 
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progress of Germanism for a generation? The American peo- 
ple had long since dismissed the illusion that they had helped 
make the world safe for democracy; would they now have to 
dismiss the illusion that they had helped to win a war? 

Propaganda, said some, had drawn the United States into 
the last affair; but by the Great Jehovah and the Continental 
Congress, it would never work that way again! Once slaught- 
ered, twice shy. But there were others who could recall that 
“propaganda”; how at the height of the war-bitterness Ger- 
many had been denounced as the breaker of treaties, the foe 
of Christianity, the arch-enemy of democracy. Had all these 
allegations been untrue? Had some diabolical agent of the 
Allies inserted them into our heads in 1917? Had international 
obligations really been regarded as inviolate by Germany, after 
all? Had this foe of Christianity been just a straw dummy to be 
gouged into at bayonet practice? Had democracy not been 
the real issue for which men fought? Well, let the bygones of 
1917 be bygones. What was one now to say of the Fihrer of 
1938 who had flatly repudiated his pledged word half a dozen 
times in the previous two years, imprisoned the principal pas- 
tors of the Evangelical Church for preaching Christian doctrine, 
and who, in radio broadcasts heard around the world, had 
spewed out of his mouth “die Demokraten” as one spits out 
bad meat? 

Bankers and munitions makers, said others, had wangled us 
in before; but by the Great Jehovah, etc., etc., we would be on 
our guard against them next time. Well, at the end of 1938, 
three-quarters of the people of the United States believed that 
there would be a European war in the near future; an equal 
percentage admitted that their sympathies in such a war would 
be on the side of Great Britain and France, and more than half 
would vote to supply the “democracies” with munitions and 
war supplies. All this without benefit of twist or wangle from 
the “merchants of death”; for if any single banker or muni- 
tions maker in the past few years has expressed his opinion on 
these matters publicly, or has said a pertinent word in Wash- 
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ington except under the prod of a subpoena, his name is not 
known to the authors of this book. 


VIII 
“War,” said Hobbes, “consisteth not in battle only, nor in the 
act of fighting . . . but in the known disposition thereto all 


the time there is no assurance to the contrary.” In this sense 
there was plenty of war all over the globe in 1938. It was no 
less a war in Spain merely because it was sometimes described 
as a civil conflict. Nor in China where the Japanese authori- 
ties, for their own reasons, preferred to call it an “incident.” 
Nor in the Sudetenland where Germany won a military victory, 
albeit France and Great Britain refused to engage themselves 
on the field of battle. Never in the midst of previous wars had 
nationalistic propaganda been whipped into greater frenzy than 
in Germany and Italy during 1938. And when before in time 
of peace had the heads of sovereign states blasted away at 
each other with such recrimination and abuse? Economic war- 
fare to defend domestic trade and to capture external markets 
was waged on a hundred fronts, and government propaganda 
was directed at its foreign objectives with the precision of a 
rifle. 

The most noteworthy development in the foreign relations 
of the United States during the year 1938 was the importance 
assumed by Germany in the American scheme of things, in- 
creasingly through the entire period, and sharply after the 
Munich Accord. The conviction grew that Hitler’s ambitions 
went well beyond his clamor to throw off the last shackles of 
the Versailles Treaty and to reincorporate outlying blocs of 
Germans in the Third Reich. It was believed that he fully 
intended to try to push his dominion at least to the Black Sea. 
Some went so far as to fear that in a crowning effort to re- 
establish German prestige he would force war on Great Britain 
and France; indeed, they said, there was no other way in 
which the memory of the defeat of 1918 could be canceled 


7 Leviathan, Chapter 13, quoted in G. M. Gathorne-Hardy, A Short History 
of International Affairs, 1920-1938, 249. 
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on the books of history. Still others thought they saw evidence 
of German efforts to gain a political foothold in South America. 
The rearmament program of the United States was accelerated 
because of Germany; the immigration problem was complicated 
by Nazi persecution of the Jews; “neutrality” was reéxamined 
under the threat of a possible European war; and it became 
clear that there was a fundamental hostility between totali- 
tarian practices in international trade and those championed 
in Washington. 

No level-headed person seriously entertained the fear that 
the United States itself was in any immediate danger of direct 
attack; but it was acknowledged on all hands that the protec- 
tion which had been thrown around the North and South 
American continents for generations by the British navy was 
now no longer a sure thing. On the evening of September 27, 
in the most tense hour of the Czech crisis, the Prime Minister 
of England had said to his people: “If I were convinced that 
any nation had made up its mind to dominate the world by 
fear of its force, I should feel that it must be resisted.” These 
words, without addition or subtraction, embodied the opinion 
of the great majority of Americans. And, in a sense, their 
determination went even farther; for though no one at the end 
of 1938 could say with certainty at what point east of the 
Rhine Great Britain (and France) would call a halt to Ger- 
man expansion, it could be confidently affirmed that the 
United States was prepared, by force of arms if necessary, to 
preserve not only herself and Canada from physical encroach- 
ment by any European or Asiatic power, but every inch of Latin 
American territory south of the Rio Grande as well. 

Yet following his solemn pronouncement over the radio, that 
same Prime Minister of England had gone to Munich to assist 
in the dismemberment of Czechoslovakia, thus putting an end 
to what he had called “a quarrel in a far-away country be- 
tween people of whom we know nothing.” Had the Chamber- 
lain government, in fact, “conspired” with France and Nazi 
Germany to “‘sell the Czechs down the river’? Or had the 
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Munich Accord been only the first of many concessions which 
the British and the French would be compelled to make to 
Germany on the march? Or, seen in another light, had Munich 
been merely an unavoidable evacuation of position in the long- 
term strategy of power politics, in order to gain time and 
solidify the so-called democratic front? 

If issue should be joined some day in war over what the 
people of England (as the people of Czechoslovakia before 
them) considered to be a matter of life and death, why should 
the United States be expected to rush to the front to take part 
in “quarrels in far-away countries between people of whom it 
knew nothing”? Why should the Maginot line be looked upon 
as the first-line defense of vital American interests when the 
fortifications of Czechoslovakia had meant nothing to Great 
Britain? And yet . . . in spite of logic, in spite of irony, and 
in spite of a firm determination not to “pull England’s chest- 
nuts out of the fire,” suppose that in the first few hours of any 
Blitzkrieg some bomber out of the east should blow West- 
minster Abbey and St. Paul’s Cathedral to pieces! Would the 
American people continue to take such an attitude of disin- 
terestedness toward events three thousand miles away in Lon- 
don as Mr. Chamberlain had taken toward events twelve 
hundred miles away in Prague? 

Such were the questions, the apprehensions and the con- 
fusion of thought in the United States when the year 1938 
staggered, groggy, to its close. There were those who wrestled 
with ideologies—no longer Liberal and Conservative, but Com- 
munist and Fascist. There were those who felt with heavy 
hearts that the future of freedom the world over was in jeopardy 
in the undeclared war in Europe. And lastly there were those 
to whom this language meant little—those who would like to 
have you think that their eyes were not obscured by the smoke 
of words, that their ears were not deafened by the din of 
propaganda. When there was grave talk of the issues supposed 
to be at stake, of what would become of democracy if Europe 
went totalitarian, and of autarchy, authoritarianism, anarchy 
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and anti-Christ, they turned, as they had turned countless times 
before, to that vade mecum for the bewildered mind: 

“The question is,” said Alice, “whether you can make words 
mean different things.” 

“The question is,” said Humpty Dumpty, ‘which is to be 
master—that’s all.” 
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CHAPTER TWO 


THE OCCUPATION OF AUSTRIA 


ON MARCH 12, 1919, the Constituent National Assembly of 
the new post-war state of German Austria proclaimed a polit- 
ical union with Germany. Exactly nineteen years later, on 
March 12, 1938, the realization of this project of union was in 
sight when at dawn German troops, tanks and planes crossed 
the Austrian border and proceeded in triumph to the capital 
city of Vienna. 

The original declaration of Anschluss was not a mere Aus- 
trian whim. Stripped of territory, resources and defenses, the 
last vestigial member of the Holy Roman Empire preferred 
to subordinate itself to Germany rather than try to eke out a 
hard independent existence. The movement was in accord with 
German ideas too; in fact the Weimar Constitution, promul- 
gated in August, 1919, provided that “German Austria, after 
its union with the German Reich, will receive the right of par- 
ticipation in the National Council, with the number of votes 
corresponding to its population.”* These banns of marriage, 
however, were sharply forbidden by the Allied powers on the 
ground that they contravened the peace treaties, and in 1922, 
when Austria obtained a stabilization loan to be guaranteed 
by a group of other nations and to be administered by the 
League, she was forced to give a specific pledge that she would 
take no action affecting her independence without the League’s 
consent. In 1931 an attempt of Germany and Austria to form 
a customs union brought violent protests from France and her 
political affiliates who suspected that the scheme was nothing 


1 Gustav Gratz and Richard Schiiller, The Economic Policy of Austria-Hun- 
gary during the War (Eng. trans. by W. A. Phillips), 6; Leo Pasvolsky, Eco- 
nomic Nationalism in the Danubian States, 194; The United States in World 
Affairs, 1931, 114-115. 
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but the forbidden merger in disguise. The dispute was referred 
to the World Court where a not dispassionate decision was 
eventually given in favor of France; but while the case was still 
pending the German and Austrian governments saw the hand- 


writing on the wall and together renounced the plan before 
the League. 


1. Pressure on Austria 


When Hitler came into power in 1933 the possibility of 
Anschluss again became a disturbing factor in European pol- 
itics. A native of Austria, the new German Chancellor had 
openly and repeatedly proclaimed his purpose to make the 
land of his birth an organic part of the Reich; indeed the first 
article of the program of the National Socialist Party demanded 
“the union of all Germans in a greater Germany allowing the 
right of self-determination.” Yet though this objective stood 
first on his agenda, Herr Hitler found it expedient for the time 
being to let matters take their own course. The conviction grew 
that Austria would naturally gravitate more and more into the 
sphere of influence of Nazi Germany. 

Events soon suggested that there was some basis for this 
belief. In the spring of 1934 Austria passed under the rule of 
a dictator of the Fascist type. The parliamentary system, the 
Socialists and the labor organizations were suppressed and the 
people thus became acquainted with some of the characteristics 
of totalitarian rule. Yet there were important differences. Un- 
like Hitler, the two Austrian dictators—first Dollfuss and then 
Schuschnigg—remained loyal to the Roman Catholic Church. 
They did not persecute the Jews. They did not compel their 
people to go without coffee in order to buy cannon. They did 
not remake the economic system of the nation, possibly because 
there was no compulsion to do so. In fact, though handicapped 
since the World War by the lack of agricultural and industrial 
resources needed to support a large urban population, Austria 
had made remarkable progress. She had maintained a stable 
currency, balanced her budget, reduced the principal of her 
external debt, increased her gold reserve and improved her for- 
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eign trade. Under the Austrian dictators, however, there had 
been a good deal of open civil strife; and this had made the 
ground fertile for alien intrigue. The Italians sought to in- 
crease their influence. German agents became a thorn in the 
flesh of the government. Communists and Socialists were active, 
and prisons and concentration camps were filled with political 
offenders. 

In 1936 some of the consequences of Mussolini’s adventure 
in Ethiopia had far-reaching results for Austria. Long a sup- 
porter of Austrian independence, and in this respect long 
antagonistic to Germany, Il Duce now made one of the major 
shifts characteristic of Italian foreign policy. As he himself 
said later: “Italian solidarity with the Western powers was 
shattered by their sanctions and by their deliberate effort to 
strangle the Italian nation.’”* Seeking a new friend and ally, 
he found one in Hitler, and together they forged the Rome- 
Berlin axis. But necessity drives hard bargains, as Chancellor 
Schuschnigg soon learned when he visited Mussolini in Venice 
and was told that he could no Jonger count on military aid from 
Italy to check Germany. I] Duce’s renunciation of the rdle of 
Austria’s protector was to be the price of Hitler’s friendship 
and collaboration in Italy’s Mediterranean program. The evi- 
dence indicates that Mussolini thought that he retained the 
right to be consulted with regard to any new German arrange- 
ments to be made with Austria. Undoubtedly he was given as- 
surance that any such arrangements would not cause him loss 
of prestige. It is impossible to believe that he assented at that 
time to the idea that Germany should absorb Austria i” toto, 
leaving her without at least the form of self-government. 

That these were the original and agreed elements of the new 
Rome-Berlin policy was indicated by subsequent events. While 
Mussolini was engaged in Ethiopia, Hitler checked the activities 
of his own Nazi agents in Austria, thus demonstrating an 
unwillingness to take advantage of his new ally’s preoccupa- 
tion in order to exploit a situation for his own benefit. Even 


2 Speech before the Chamber of Deputies, March 16, 1938. Text in New York 
Times, March 17, 1938. 
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more significant of the character of the new alignment was the 
treaty of July 11, 1936, negotiated with the approval of Rome. 
In this agreement Germany recognized the complete sovereignty 
of Austria, and Austria responded by professing herself to be 
“a German state.”” Various unfriendly restrictions which each 
country had imposed upon communication and commercial in- 
tercourse with the other were abolished. Thus Germany re- 
moved a prohibitory tax on visas, designed to deprive Austria 
of the benefits of tourist travel, while, in exchange, Austria 
readmitted German newspapers and Austrian Nazi exiles and 
released several hundred Nazi prisoners. Chancellor Schusch- 
nigg went still further in the work of “appeasement” by taking 
several Austrians with Pan-German sympathies into his Cab- 
inet, and he agreed to the appointment of a Committee of 
Seven, whose ostensible function was to improve relations with 
the Reich. 

For these acts of good faith the Austrian Chancellor was 
presently repaid by the Nazis in their own peculiar coin. For 
more than a year the Committee of Seven acted as a center of 
Nazi intrigue with such success and increasing influence that 
they seem to have lost their heads. For early in January, 1938, 
the Vienna police seized papers which disclosed a plot hatched 
in this committee to bring about the German military occupa- 
tion of Austria. Nazi agents posing as anti-German agitators 
were to incite a riotous demonstration at the German Embassy, 
and during the disorder an attempt was to be made on the life 
of the military attaché. It was reported that Ambassador von 
Papen was later substituted in the scheme of things as the 
intended victim. This was a diabolical afterthought, for von 
Papen was at the time persona non grata to Nazi leaders in 
Germany, yet in good standing with the General Staff. Thus if 
he could only be “bumped off” in the proceedings, the party 
would be rid of an incubus and the opposition of army head- 
quarters to military intervention in Austria might be over- 
come!* 

The German General Staff had not concealed its disapproval 


’ Fodor, “Finis Austriae,” Foreign Affairs, XVI, 589, July, 1938. 
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of strong-arm methods in dealing with Austria, since these 
might lead to a general war for which the army was not pre- 
pared. In fact they believed that it was preferable for Austria 
to be neutral and independent in any general war since Ger- 
many would have less territory to defend. The leaders in the 
plot, however, were said to have pinned their hopes on the army 
corps commander at Munich who did not share the conserva- 
tism of his colleagues and was posted conveniently near the 
border.* So plans were laid to complete the military occupation 
by January 30, the fifth anniversary of Hitler’s accession to high 
office. The Fiihrer, in turn, was to address the Reichstag on this 
occasion, and all Europe was keyed up for an important pro- 
nouncement on foreign policy. Suddenly the meeting of the 
Reichstag was postponed, and the world was left guessing as 
to the real cause. It later transpired that the attitude of the 
military leaders toward any Austrian adventure was at the 
bottom of the trouble and that their attitude had hardened 
perceptibly when they learned of the plot which the Austrian 
police had uncovered. The knowledge of plans for a putsch 
and the discovery that at least one high officer was willing to 
codperate with politicians in a dangerous military gamble 
widened the breach between the Nazi leaders and the generals. 
In this crisis, all the essentials of the totalitarian state were at 
stake, and Hitler, with characteristic promptness, decided to act. 

During the first week in February the Fiihrer “purged” the 
army in order to “‘codrdinate” it with the program of the 
party. He removed General Werner von Fritsch, the Army 
Commander, together with a dozen other officers whose views 
were regarded as too pedestrian. He himself became Chief of 
the High Command. The War Ministry was absorbed and a 
special secret Cabinet was formed to effect prompt collabora- 
tion between the military and civil forces. 

Meantime, with the exposure of the putsch, Austrian Nazis 
had again come under the close surveillance of the Vienna 
government, and ill will between the two countries increased. 
But having successfully purged his own house, Hitler was again 


* Fodor, loc. cit., 591. 








30 THE UNITED STATES IN WORLD AFFAIRS 


free for the main task. He summoned von Papen to Berchtes- 
gaden and between them they devised a new method of dealing 
with the problem. Instead of staging another provocative at- 
tack, which might again miscarry, it was thought better to 
invite the Austrian Chancellor to Berchtesgaden on the pretext 
of a conference and then compel him, by tactics of violence, to 
accede to Germany’s demands. 


2. Pressure on Schuschnigg 


The plan ran off like clockwork. And it is appropriate to 
relate the story here in some detail. For though people in the 
United States, back in February, 1938, paid little attention to 
the daily developments of the Austrian affair, they came to 
suspect, later in the year, that despite Mussolini’s assurances, 
Fascism was an article of export, and that the Fihrer’s tech- 
nique, so skilfully exhibited in the Austrian case, might be 
applied with success in other and nearer quarters of the globe. 

Dr. Schuschnigg accepted Hitler’s invitation and arrived at 
Berchtesgaden on February 12. From Hitler and his aides he 
received treatment that was studiously rude. A former Austrian 
army officer who had deserted to the German Nazis and had 
become a captain in the Elite Corps was assigned to the visitor 
as a ‘guard of honor.’ Not once was the Chancellor addressed 
by his official title, but always as “Herr” or “Doktor.’” He was 
denounced by Hitler as a traitor to the German cause and at 
Hitler's request the generals gave him a description of their 
troops massed near the Austrian frontier and showed him how 
easy it would be to get an army over the ground between 
Munich and Vienna. An inveterate smoker, Dr. Schuschnigg 
was not allowed to smoke in the Fiihrer’s presence, but only in 
a separate room, at the Fiihrer’s pleasure, and under military 
guard. 

For eleven hours he was subjected to such preliminary “third 
degree” methods. Then the thumbscrews were applied. Hitler 
insisted emphatically that a certain Dr. Arthur Seyss-Inquart 
be taken into the Austrian Cabinet as Minister of Interior and 
Public Security. His “guest’’ refused to entertain a suggestion 
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which was so clearly a denial of Austria’s autonomy. Further- 
more, Hitler’s nominee was a member of the Committee of 
Seven which had plotted the abortive putsch, and the position 
for which he was designated would give him control of the 
Austrian police. But the Fihrer merely turned the thumbscrews 
a notch tighter. Schuschnigg pleaded lack of legal authority to 
name members of the Cabinet; that, he said, was the function 
of the President of the Republic. He finally agreed, however, 
to urge the President to make the requested appointment and 
Hitler, as guid pro quo, made the remarkable promise that in 
his forthcoming speech before the Reichstag he would renew 
his commitment to respect Austria’s independence!*® He also 
promised to prevent interference by German Nazi partisans in 
Austrian affairs. This second assurance was equally empty; for 
with a strong Nazi sympathizer holding a strategic Cabinet 
post, such interference could have served no useful purpose and 
might even have been harmful. 

President Miklas, in Vienna, was a plain man whose mind 
had not been ‘‘codrdinated” by spending some eleven hours in 
the presence of the Fuhrer. He declined to name Dr. Seyss- 
Inquart Minister of the Interior and Public Security and put 
him in charge of the police, but as a compromise he offered to 
make him Minister of Justice. This suggestion brought an 
ultimatum from Berlin on February 15 demanding that the 
appointment be made at once as the Fihrer wished, or the 
German army would cross the Bavarian frontier at midnight. 
After trying all day, without success, to reach Mussolini by 
telephone, Schuschnigg and Miklas had no alternative but to 
accept. A new Cabinet was formed, which included not only 
Dr. Seyss-Inquart but three other members friendly toward 
Germany.® 

In all the great capitals of Europe except Berlin these events 
were viewed with deep concern, though outwardly an effort 
was made to minimize their importance. Official London pro- — 
fessed to believe that the peace of Europe had been aided by 


5 Fodor, loc. cit., 594; Times (London), February 14, 1938. 
® New York Times, February 16, 1938. 
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the agreement and that it had removed one possible obstacle 
to a new Anglo-German understanding. The Italian press felt 
that the pacification of Austria would strengthen the Rome- 
Berlin axis. The German press was jubilant, but frequent refer- 
ences to “the indestructible unity of the German people” 
showed how little weight was attached to the government’s pro 
forma recognition of Austria’s sovereignty." 

Chancellor Schuschnigg tried to place the agreement before 
his people in the best possible light. The government-controlled 
press spoke of a new era of peace, with an end to agitation and 
persecution from across the border. But these official reassur- 
ances did not allay fears among Austrian Jews and Catholics 
of what might follow. Nor were they made happier when Dr. 
Seyss-Inquart, the new Minister, promptly took the train for 
Berlin to confer with Herr Hitler. Nor when they learned that 
an amnesty had been granted to some 3,000 Austrian Nazis, 
releasing from prison not only the usual run of political offend- 
ers but hundreds of incendiaries, dynamiters and bomb-throwers 
as well. Among them were two of the murderers of Chancellor 
Dollfuss.* 

Austria had set her feet upon a road which led in only one 
direction. That road she had to travel alone. No Italian troops 
were moved to the Brenner Pass to protect her now against 
Germany as they had protected her in 1934. Some of Dr. 
Schuschnigg’s supporters spoke vaguely of aid from Great 
Britain and France, but the wish was both father and mother 
to the thought. France would not act alone, nor could Great 
Britain act with her since they had no common policy. In fact 
at this very moment the British Cabinet was in the process of 
reconsidering its attitude toward the problems of Europe. The 
failure of sanctions, the persistence of the wars in Spain and 
the Far East, and the inability of the democracies, singly or 
collectively, to move with the speed of the dictatorships had 
convinced Prime Minister Chamberlain and certain of his Con- 
servative colleagues that some other procedure was necessary. 


™ New York Times, New York Herald Tribune, February 16, 17, 1938. 
8 Times (London), New York Times, February 17, 18, 1938. 
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They had decided that the methods followed hitherto had 
failed to achieve results, and that a wholly different line would 
have to be followed in the pursuit of peace. 


3. The Resignation of Anthony Eden 


Mr. Chamberlain wished to adopt a positive policy of making 
direct advances to those governments whose interests seemed 
to be at odds with his own, and of trying to resolve all difficul- 
ties by a frank and friendly exchange of views. To do this 
meant a radical departure from the principle of collective 
security and it meant a still further decline in the prestige of 
the League. The value of these ‘‘idealistic’’ considerations was 
subjected to argument, but the real cleavage of opinion in the 
British Cabinet turned upon the realistic ends to be secured by 
a policy of “appeasement.” During the previous year experi- 
ments had been conducted with Italy in August and with Ger- 
many in November, but without conclusive results, except 
to confirm Mr. Anthony Eden, the Foreign Minister, in his view 
that any advances made to the dictators were sure to be con- 
strued by them as evidence of weakness and would only en- 
courage them to increase their demands.” 

In such a state of indecision, the British Cabinet received a 
concrete proposal from the French government that the two 
countries serve joint notice on Germany that they would defend 
the territorial integrity of Austria. This dangerous démarche 
was strongly supported by Mr. Eden, but it ran counter to the 
Prime Minister’s plan of German and Italian appeasement. 
Instead of accepting his Foreign Minister’s advice, Mr. Cham- 
berlain sent for Signor Grandi, the Italian Ambassador, and in 
Mr. Eden’s presence questioned him concerning Italy's attitude 
in the Austrian crisis in view of her past commitments. Signor 
Grandi quoted his Foreign Office to the effect that “friendly 
intimacy and close collaboration between the two German states 

. was not only in keeping with the realities but essential to 
the peace and tranquillity of Central Europe.” He further de- 


® Victor Gordon Lawrence, “Anthony Eden,” Foreign Affairs, XVI, 691-703, 
July, 1938. 
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clared that the final solution of the Austrian question should 
be brought within the framework of a four-power agreement 
on the part of France, Germany, Great Britain and Italy. The 
sincerity of this declaration may be questioned, since Signor 
Grandi must have known that France would not then join such 
an arrangement without Soviet Russia and that Germany would 
not join it if Russia were included. Having laid down these 
stipulations with regard to the Austrian matter, the Ambassador 
took advantage of his opportunity and informed Mr. Chamber- 
lain that a recognition of Italy’s claim to Ethiopia was essential 
to any Anglo-Italian understanding.’ 

On the following day, February 19, a Saturday, the British 
Cabinet was in session for several hours. Only once before in 
recent years had His Majesty's Ministers been called upon to 
forego their long week-end in the country, and that was at the 
time of the abdication of Edward VIII. In spite of this excep- 
tional effort the Cabinet seemed unable to choose between the 
Eden and Chamberlain policies. At least no decision was an- 
nounced until the following afternoon after Herr Hitler had 
made his long-deferred speech. 

With the German army subordinated to the party and with 
the Austrian government brought to heel, the Fihrer now went 
before the Reichstag to deliver a militant three-hour harangue, 
most of which was devoted to a glorification of Nazi achieve- 
ments. There was no comfort therein for Mr. Chamberlain and 
his friends, no hint of a desire to meet them halfway in their 
conciliatory efforts. He bestowed half-promises of peace in the 
manner of a mogul. To France he expressed the hope that the 
regaining of the Saar districts had definitely closed the chapter 
of Franco-German territorial disputes. With England, Germany 
had no quarrel “unless perhaps it may be our wish for colonies.” 
But, he was quick to emphasize, “the claim for German colonial 
possessions will be voiced from year to year with increasing 
vigor” and Great Britain need not hope that such claims can 
“be averted by granting credits.””™ 


10 New York Herald Tribune, New York Times, February 19, 20, 1938. 
11 The statements in this sentence were deleted from the authorized English 
translation but were carried in the press reports of the speech. 
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The “very special freedom” of the British press was de- 
nounced by Herr Hitler as imposing “‘a serious strain on inter- 
national relations.”” He was no longer prepared to tolerate its 
“unbridled slander.” ‘From now on,” he said, “we shall answer 
back and do so with National Socialist thoroughness.” He 
even made a vague threat that control of the British press was 
prerequisite to a better understanding between the two peoples, 
pointing out that German understanding with Italy was due to 
the fact that there state policy and press policy went hand in 
hand down the same street. 

The British Foreign Minister, denounced by name, was sin- 
gled out by Herr Hitler for a vicious and unexampled personal 
attack. Apparently Mr. Eden had been defending the freedom 
of the press too vigorously to suit the Fiihrer and had not been 
attacking the “Bolshevik menace” vigorously enough. In a 
word, the Chamberlain government was pelted with stones at 
the very moment when it was making ready to hoist the olive 
branch! The Fiihrer’s special designs on Great Britain were 
further emphasized by his careful disavowal of any desire to 
recover the former German colonies in the Far East then held 
by Japan under mandate. He also pledged the recognition of 
“Manchukuo” and applauded Japan’s military operations in 
China as civilization’s defense against the spread of Bolshevism. 

As for an assurance of Austria’s independence, Herr Hitler 
discharged his obligation in that regard by expressing “‘sincere 
thanks to the Austrian Chancellor for his great understanding 
and the warm-hearted willingness with which he accepted my 
invitation [to Berchtesgaden} and worked with me so that we 
might discover a way for serving the best interests of the two 
countries.” This was hardly the reaffirmation of independence 
which Dr. Schuschnigg had been promised, and even its most 
favorable implications were nullified by another statement 
which the Fihrer had made earlier in his address: 


Over ten million Germans live in two of the states adjoining our 
frontiers. Till 1866 they were constitutionally united with the whole 
German people. They fought up to 1918 in the Great War shoulder to 
shoulder with the German soldiers of the Reich. Under the terms of 
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the Peace Pact they were kept against their will from forming a union 
with the Reich. This in itself is sufficiently distressing. But about one 
thing there can be no doubt. The fact that they are now citizens of 
other states should not deprive them of their natural rights as members 
of a national community. Yet a people has the right to self-determina- 
tion, as we were solemnly assured in Wilson’s Fourteen Points which 
served as the basis of the Armistice. This cannot be overlooked simply 
because the people in question happen to be Germans! In the long run 
it is intolerable for a self-respecting world power to be permanently 
deprived of its entity, and to know that across the frontier are kinsmen 
who have to suffer severe persecution simply because of their sympathy, 
their feeling of union, and their common point of view with the whole 
German people.!* 


Here then, was Herr Hitler’s program so far as it concerned 
Austria and Czechoslovakia, though neither country was men- 
tioned by name. There was no reason to doubt that he meant 
what he said. Nor was there, in fact, any doubt as to what the 
policy of the British Cabinet, in the end, would be; for it had 
been foreshadowed in an editorial which appeared in the 
London Times three days before Hitler delivered his speech: 


It is the predominant British view that any aim which Germany may 
legitimately set herself beyond her Eastern borders can be accomplished 
by peaceful means and could only risk defeat in a general upheaval if 
attempted by other means. “Expansion’’"—meaning the extension of 
German influence—is guaranteed by the economic preponderance of 
Germany as a great and highly organized area of industrial production 
and a great market, exerting a natural attraction upon complementary 
communities. It can be no part of British policy to resist expansion in 
that sense or the relations that will develop along with it.18 


Thus from a source close to the government Hitler was in- 
formed, in advance of his pronouncement, that Great Britain 
would not oppose his peaceful expansion eastward. On the day 
following his speech this same journal (was it not once called 
“The Thunderer’’?) was conveying additional assurances: 
“Herr Hitler’s comparison between German and British inter- 


12 Authorized English text, published by M. Miiller & Sohn, A. G., Berlin. 
The section on foreign relations is reprinted in Vdlkerbund (Geneva), February 
20, 1938. Portions of the speech in unofficial English translation also appear 
in New York Times, February 21, 1938. 

13 Italics supplied. Times (London), February 17, 1938. 
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ests and ti.cir defense half suggested that Britain had no con- 
cern with + vents in Central and Eastern Europe. Public opinion 
in some o her countries seems to have reached the same con- 
clusion.”” It was only in the event of ‘‘a catastrophic conflict” 
that “Britain would not be able to stand aloof.”** 

A few hours after Herr Hitler made his speech Mr. Eden 
stepped down from the Cabinet. Why he chose that moment to 
resign under direct attack from Hitler, or why he was permitted 
to resign at that particular juncture, God only knows. It seemed 
to many of England’s friends that the Prime Minister had made 
up his mind to carry his pet olive branch right up to the front 
door of the Fiihrerhaus, even if he had to do it under the cover 
of a flag of truce! Viscount Halifax, then Lord President of the 
Council, became acting Foreign Minister and took over the port- 
folio forthwith. His terms of reference were simple. He was 
not to oppose Hitler in his eastern enterprises so long as he did 
not break the peace. What price would be exacted for keeping 
that peace was yet to be disclosed. 


4. The End of the Holy Roman Empire 


In the country most immediately concerned with these de- 
velopments, the head of the government now fully understood 
that while the Fiihrer might have meant what he said when he 
uttered his threats, he had a way of making promises with his 
tongue in his cheek. The pledges given at Berchtesgaden to 
reaffirm Germany's respect for Austria’s independence and 
to hold Nazi agitators in check could both have been fulfilled 
by a mere word from the head of the German state. The word 
was not given: in fact, Hitler's speech and the hurried visit of 
Seyss-Inquart to Berlin only stirred the Austrian Nazis to re- 
newed activity. Schuschnigg thereupon showed that he had a 

14 Times (London), February 21, 1938. These statements bring to mind the 
attitude of this same journal during the Sino-Japanese crisis of 1931-32, when 
the United States was endeavoring to obtain British codperation in upholding 
the obligations of the Western nations to China under the Nine Power Treaty. 
At a critical moment in the negotiations the Times expressed the opinion that 
it did not “seem to be the immediate business of the Foreign Office to defend 


the ‘administrative integrity’ of China.” Cf. Henry L. Stimson, Far Eastern Crisis, 
102-103. 
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reserve of courage left. On February 24 he spoke before the 
Diet, citing Hitler’s solemn guarantees, and describing the 
Berchtesgaden commitments as “‘an honest peace.” He declared 
that “Austria must remain Austrian.”” Henceforth, he said, the 
principle of “thus far and no farther’ would apply to the local 
Nazis, who could “in no way count on support from quarters 
outside Austria or on toleration by the Austrian government.” 

The Chancellor was confident that a large majority of his 
countrymen preferred independence to absorption in Hitler’s 
Reich and he determined to give the world concrete proof of 
this preference by means of a plebiscite. But it was indispen- 
sable, in his opinion, that the vote be taken quickly before Nazi 
propaganda, bribery and terrorism could affect the result. On 
March 9, therefore, he ordered a plebiscite for the 13th. At once 
Nazi leaders in both Germany and Austria decided to oppose the 
democratic process with totalitarian tactics. In Vienna and else- 
where gangs of hoodlums began to beat up citizens who refused 
to salute the swastika and join in Nazi songs. The police, under 
Seyss-Inquart’s command, were compelled to do nothing while 
swastika flags were flaunted illegally.** In Berlin the call for a 
plebiscite was denounced as an ‘unfair manoeuvre” and Ger- 
man Nazi leaders sent word to their Austrian followers not to 
take part in the voting.’” 

In London the Cabinet seemed worried by the turn which 
events had taken. Complications might arise. Mr. Chamberlain’s 
appeasement policy might have come too late. There were long 
conferences between the British and German Foreign Ministers, 
in which the British government sought to obtain a commitment 
that there would be no German interference in the voting, but 
without success. In fact, instead of losing time in argument 
Herr Hitler now threw all pretense to the winds and took the 
direct and drastic line. On the morning of March 11 Schusch- 
nigg received an ultimatum from two of his pro-Nazi col- 
leagues, Dr. Seyss-Inquart and Dr. Glaise-Horstenau, demand- 


15 Times (London), New York Times, February 25, 26, 1938. 
16 Times (London), March 10, 1938. 
17 New York Times, March 11, 1938. 
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ing the postponement of the plebiscite. Included in this demand 
was a warning—apparently direct from Berlin—that if the 
postponement were not ordered by 4:30 that afternoon German 
troops already massed on the frontier would be ordered to 
advance into Austria at 5 o'clock. Chancellor Schuschnigg once 
more tried to reach Mussolini by telephone and failed. The 
plebiscite had been called against Il Duce’s advice, and there 
was no help to be had from that source.’* 

Knowing no other place to turn for assistance and wishing 
to avoid invasion and conflict, the Chancellor yielded on condi- 
tion that the Nazis cease disturbing the country’s tranquillity. 
This offer of capitulation was evidently relayed to Berlin; for 
at four o'clock in the afternoon an airplane landed in Vienna 
bringing a second ultimatum: (1) unless Schuschnigg resigned 
by 7:30 o'clock that evening the German troops would be 
ordered to advance; (2) Dr. Seyss-Inquart must succeed Schusch- 
nigg as Chancellor; (3) two-thirds of the Cabinet seats must be 
given to Nazi sympathizers and the party must have full and 
unrestricted liberty; and (4) the Austrian Legion’? must be 
allowed to return and keep order. 

At six o'clock it was broadcast over the radio in Vienna that 
the plebiscite had been postponed. At 7:45 the regular radio 
program was interrupted, and the voice which came over the 
air was Schuschnigg’s. He announced his resignation, adding: 
“We have yielded to force.” Then in a brief message of farewell 
he asserted: “We are not minded at any price to shed German 
blood.” In case of invasion, he said, the Austrian troops were 
ordered to offer ‘‘no resistance.” ‘“Thus,” he concluded, ‘‘do 
I take my leave from the Austrian people in this hour with a 
German word and a wish from my heart—God save Austria!” 

18In a speech before the Italian Chamber of Deputies on March 16, Signor 
Mussolini stated that his opinion about the plebiscite had been asked on March 
7, two days before it was called. “I replied in the most peremptory fashion 
that it was a mistake. ‘This contraption,’ I said, ‘will explode in your hands.’ 


And it would show very bad taste on my part to boast of this very easy pre- 
diction.” Text in New York Times, March 17, 1938. 

19 A force of about 30,000 young Austrian Nazis who had fled into Germany 
after the assassination of Chancellor Dollfuss in 1934 and had been sheltered, 
drilled and regimented in Germany for just such an occasion as this one. 
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About two hours later the swastika flag was flying over the 
Chancellery in the Ballhausplatz and the police were wearing 
swastika armbands and giving the Nazi salute. At one o'clock 
in the morning President Miklas announced a new Cabinet, 
with Dr. Seyss-Inquart as Chancellor and with most of the 
other positions filled with men of Pan German and Nazi sym- 
pathies. The first act of the new Chancellor was to telegraph to 
Hitler an urgent request to assist him in the prevention of blood- 
shed. An “invitation” to Germany to intervene was a cynical 
but clever stroke, designed to make it appear that Austria was 
not being invaded and that Germany was engaged in an act 
consistent with what remained of the code of international 
behavior. 

Chancellor Schuschnigg had held out to the last moment, but 
none of the democratic powers stood ready to support him in his 
last fight against Nazism. They could only assume an attitude— 
and not a very impressive one at that. For on the night when 
Austria ceased to exist as an independent nation France was 
without a government and the British Cabinet had recently 
accepted Mr. Eden’s resignation. The most that the British and 
French governments could do was to make a joint protest 
through their ambassadors in Berlin against the coercion of an 
independent state “in order to create a situation incompatible 
with its independence’’—a course which was “bound to produce 
gravest reactions, of which it is impossible to foretell the 
issue.”’*° 

But even as this protest was being made German troops were 
preparing to cross the border. When Hitler got around to 
giving his reply a week later Anschluss had already been ef- 
fected. He rejected the protest outright, denying the right of 
other governments to interfere in an “internal German affair” 
and brusquely asserting that the only dangers which might arise 
from the situation would come from interference by a third 
party.*? On March 14 Mr. Chamberlain made an elaborate state- 
ment in the House of Commons concerning his government's 


20 Times (London), March 15, 1938. 
°1 [bid.; Manchester Guardian Weekly, March 18, 1938. 
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position. Great Britain had always been ready to recognize 
special relations between Germany and Austria, he said, be- 
cause of the close affinities between the countries, but she had 
also made it plain that she would strongly disapprove a resort 
to forceful methods.”* Even the open-mindedness of the London 
Times toward German expansion was not broad enough to 
enable it to approve this “latest and worst demonstration of 
the methods of German foreign policy’ which could only be 
“a blow to the policy of appeasement.’’?* 

Signor Mussolini had conveniently avoided any show of his 
own hand as between his new German ally and his former 
Austrian protégé and the word was circulated that he had had 
no inkling of Hitler’s sudden decision to take Austria until the 
moment of the putsch. He then went before his Chamber of 
Deputies and tried to put the best possible face on the situation. 
“When an event is inevitable,” he said, “it is better that it 
should be done with your acquiescence than done in spite of 
you or against you.”** Meanwhile the government-controlled 
Italian press with one voice made Schuschnigg the villain in 


the piece and denounced his call for a plebiscite as a colossal 
blunder. 


5. “God Save Austria” 


Even after the new Austrian Chancellor urged Hitler to send 
troops to help him the Fiihrer delayed action for several hours. 
There was only one nation from which he then had anything 
to fear. That nation was Czechoslovakia. He wished to be 
doubly sure that she was not mobilizing her well-trained and 
well-equipped forces. Three times during the night of March 
II-12, and once as late as three a.m., the German Minister at 
Prague inquired by telephone of Foreign Minister Krofta 
whether the government had ordered a mobilization.» It was 

22 Parliamentary Debates, House of Commons, CCCXXXIII, 46-50, March 
a (London), March 12, 1938. 


24 Manchester Guardian Weekly, March 18; New York Times, March 17, 1938. 
25 Fodor, Joc. cit., $99. 
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not until he was reassured beyond all doubt that Hitler ordered 
the advance. 

German troops entered Austria at daybreak on the 12th. 
Soon after squadrons of airplanes flew over Vienna, showering 
the city with the message, “National Socialist Germany greets 
her National Socialist Austria and the new National Socialist 
government. Heil Hitler!’ At four o'clock in the afternoon 
Hitler himself crossed the frontier, now soon to be erased, and 
after the lapse of years he was again in the land of his birth. 
He was met at Linz by Chancellor Seyss-Inquart, and the nine- 
teen-year-old peace treaty of St. Germain was declared annulled. 
Shouting Nazis overturned the statue to Chancellor Dollfuss in 
Graz, while Socialists, Jews, Catholics and monarchists began 
to seek safety in flight. Their fears were warranted, for with 
“National Socialist thoroughness’ those suspected of luke- 
warmness toward the new régime had already been listed, and 
several thousand were soon under “protective arrest’ or on 
their way to concentration camps. 

On March 13, the day on which Schuschnigg’s plebiscite was 
to have been held, a substitute plebiscite was ordered by Hitler 
on the question of Anschluss. It was to take place on April ro, 
simultaneously in Germany and in Austria. Chancellor Seyss- 
Inquart called upon Dr. Miklas to resign the Presidency and 
added the duties of that office to his own. A decree signed by 
him and his Cabinet made Austria ‘‘a land of the German 
Reich.”” Not these obedient officials, however, but a German 
Nazi, Josef Buerckel, district leader of the Saar, was entrusted 
with the reorganization of the National Socialist party and the 
preparations for the plebiscite. 

On March 14 Hitler entered Vienna in triumph. He and his 
parading troops were received with bouquets and banners in- 
stead of bullets. Nor could anyone question the genuineness of 
the enthusiasm with which the populace greeted his arrival. 
Austria had been sharply divided politically for twenty years, 
and the people were tired of domestic strife. Sentiment swung 
sharply in favor of the new leader. When Hitler’s journalistic 
mouthpiece, the Voelkischer Beobachter, exclaimed “One na- 
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tion—one Fihrer!”’ it was re-echoing what many in Austria were 
now hoping. But there were many others to whom such a hope 
was denied, either because of race or because of their refusal to 
surrender their religious convictions or their intellectual free- 
dom at the command of a dictator. 

On April ro voting took place according to the standard 
Nazi pattern. Fear of the Terror, with Nazi storm-troopers and 
the Austrian Legion everywhere in evidence, insured a prac- 
tically unanimous approval of union. According to the official 
returns 99.75 per cent of the Austrian voters marked “Yes” on 
their ballots. The Germans, with a “Yes” vote of only 99.08 
per cent, seemed fractionally less ardent; but possibly their 
election officials were fractionally less zealous.** Anschluss was 
now complete. Germany had gained prestige, man-power and a 
limited amount of raw materials, including iron ore, magnesium 
and forest products, which she would otherwise have had to 
import from without the Reich. But the greatest gains by Ger- 
many were of a political and strategic nature. She was now a 
nation of 74,000,000 persons instead of 67,000,000, and her 
southeastern frontier surrounded Czechoslovakia on three sides. 
Furthermore, the gain in imponderables was tremendous. At 
home and abroad the figure of Adolf Hitler for the first time 
assumed massive dimensions. His triumph, as he himself is re- 
ported to have said, “surpassed all expectations.” 


6. The Failure of Collective Action 


The success of the German dictator emphasized once more 
the failure of the one agency of collective action. The League 
of Nations clearly had a legal basis for intervention not only 
under the Covenant but under provisions of the Treaty of St. 
Germain and under the protocol drafted in 1922 when the 
international loan for Austria was arranged with League help. 
Yet the one conspicuous protest against its non-action only 
seemed to emphasize how ineffective the League had become. 
For it was the Mexican permanent delegate at Geneva who 
served formal notice that his government refused ‘‘to recognize 


26 New York Times, April 11, 1938. 
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any conquest made forcibly,” and asserted that “the only means 
of securing peace and preventing further international outrages 
such as those committed against Ethiopia, Spain, China and 
Austria is for nations to carry out the obligations laid on them 
by the Covenant, the treaties they have concluded and the prin- 
ciples of international law.’”** 

In a somewhat similar spirit the Soviet Union suggested that 
all the non-totalitarian states confer at once on means to check 
aggression. For the first time in years M. Litvinoff, the Com- 
missar for Foreign Affairs, gave an interview to foreign cor- 
respondents and left no doubt that his government was alarmed 
by recent events. He also issued a formal statement which was 
tantamount to a call for joint action “‘on practical measures 
which the circumstances demand.” “The time for it is not yet 
gone,” said this statement; but at Geneva an unnamed League 
official was quoted as saying, “It is too late to act.”** 


7. The American Reaction 


It meant little to the average American when a German army 
reached the north end of the Brenner Pass in March of 1938. 
It meant but little more, in fact, than did the news of July, 
1914, announcing the assassination of an Austrian archduke. 
In the latter case the event soon proved to be of great impor- 
tance to all the world. In 1938 the presence of Nazi troops at 
the Brenner was a matter of concern mainly to Austria, Ger- 
many and Italy; but in some degree it agitated all Europe, and 
it might conceivably have world-wide consequences. There was 
no doubt that Hitler’s coup aroused grave concern in official 
Washington. The official position, however, was most cau- 
tiously defined. Secretary Hull stated to the press that the United 
States was in no way involved and contemplated no action, and 
he took occasion to deny rumors that Berlin had been urged 


27 It is worth noting that at the time this note was being drafted Mexico was 
confiscating the properties of foreign oil companies, and as a sequel to this action 
was soon to enter into close commercial relations with the nation which had 
absorbed Austria. 

°8 New York Herald Tribune, March 18; New York Times, March 19, 1938. 
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through Ambassador Wilson to pursue a course of moder- 
ation.*® 

On the face of it the Administration did not regard the 
Anschluss as a situation “brought about by means contrary to 
the covenants and obligations of the Pact of Paris” and as there- 
fore calling for the application of the Stimson Doctrine. But not 
all Americans shared this view, and a petition signed by more 
than a hundred prominent citizens was addressed to President 
Roosevelt, asking that he make ‘‘an open and affirmative an- 
nouncement of the application of the diplomatic policy of non- 
recognition with regard to the enforced annexation of Austria 
by Germany.”*° Critics of Nazi Germany also reminded official 
Washington that the United States had ratified the so-called 
Saavedra Lamas Treaty*! designed to implement the Stimson 
Doctrine by binding the signatories to withhold recognition 
from territorial arrangements not effected by peaceful means. 

The Hitler government was not slow in putting the question 
of recognition squarely before the Department of State. On 
March 14, the day following the decree of annexation, its text 
was delivered to Secretary Hull by the German Ambassador in 
Washington. Under the usual procedure this notice should have 
come from the Austrian Minister, and the haste with which the 
German diplomat acted was said to have made an unfavorable 
impression both in the Department of State and at the White 
House. No action was taken on the German note, however; it 
was merely treated as “information.” On the following day a 
Presidential proclamation enumerated the countries entitled to 
most-favored-nation treatment under the provisions of a trade 
agreement recently concluded with Czechoslovakia. The in- 
clusion of Austria in this list was deemed significant, as pos- 
sibly indicating that the government had not yet decided 
whether her case was analogous to that of “Manchukuo” and 
Ethiopia.” 

Five days after the receipt of the German note the Austrian 


29 New York Times, March 12, 1938. 

80 New York Herald Tribune, April 2, 1938. 

31 Also known as the Anti-War Treaty of 1933. 

82 New York Times, Match 15; New York Herald Tribune, March 18, 1938. 
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Minister, Herr Prochnik, called at the Department of State and 
gave formal notice that his country had ceased to exist as a na- 
tion. During these five days the Department had developed 
a change of mind, and it began to make a number of technical 
adjustments, such as the conversion of the United States Lega- 
tion in Vienna into a consulate and the transfer of all pending 
Austrian diplomatic matters to the German Embassy.** This 
was de facto recognition. Nearly three weeks later, on April 6, 
the United States government gave formal recognition to Aus- 
tria’s new status by notifying Germany that it found itself 
“under the practical necessity of closing its legation in Vienna 
and establishing a consulate general.’** A second note in- 
formed the German government that the United States would 
“look to it for the discharge of the relief indebtedness of the 
government of Austria to the United States.” 

On the following day President Roosevelt ordered the word 
“Austria” deleted from the list of countries enjoying the bene- 
fits of the reciprocal trade agreements under most-favored- 
nation treatment. This meant that Austria as a part of Germany 
would be placed upon the tariff “blacklist.” If the United States 
had refused to recognize the annexation, the most-favored- 
nation arrangements would have remained in effect, and the 
tariff concessions which were denied to German goods could 
have been obtained by exporting such products from the newly 
acquired Austrian province. 

A more difficult problem for American diplomats was created 
by Germany's reluctance to assume Austria’s external debts. 
Shortly after the World War, while Austria was suffering acute 
economic distress, Congress authorized a grant of credit to her 
for the purchase of flour for relief purposes. On the books in 
1938 she still owed the United States government the sum of 
$26,000,000. This obligation, classed as a war debt, had been 
included in the Hoover Moratorium and service on it had been 
suspended. On other external obligations, however, including 


83 Cf. Appendix I (4); New York Herald Tribune, March 20, 1938. 
54 Department of State, Press Releases, XVIII, 465-467, April 9, 1938. 
85 [hid, 
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the League of Nations reconstruction loans and various obliga- 
tions of provincial governments and business corporations, serv- 
ice had been maintained, with only a slight interruption during 
the crisis of 1929. 

These contracts, in the form of dollar bonds, had been sold 
to American investors in the amount of approximately $38,- 
000,000, but a considerable portion was no longer held in the 
United States. Early in February, before Anschluss became a 
serious threat, the Austrian government’s 7 per cent dollar 
bonds (a League loan) had reached a top price of 105 on the 
New York Stock Exchange. Five weeks later they were down to 
28 and they later sagged to 16. Other issues declined compa- 
rably. The sharp break in prices reflected doubt as to Germany’s 
maintaining service on the Austrian debt when she was making 
only sporadic part payments on her own obligations. The United 
States government made representations to Germany on this 
matter, saying that “the welfare of numerous American citizens 
is directly affected, and this government would appreciate 
prompt assurances on the subject.”** 

The prompt assurances were not forthcoming, in spite of 
repeated requests from Washington. Germany at first made a 
general denial of responsibility. In July, however, she made 
arrangements for limited service on the portion of the Austrian 
debt payable in Great Britain*’ and could hardly deny thereafter 
her legal obligation to Austria’s other creditors, though even in 
the British agreement she still reserved the right to contest her 
liability for payment. Since Germany’s trade balance with Great 
Britain was favorable, the British held a trump card, for it lay 
within their power to impound any balances and apply them to 
servicing the Austrian debt. The new Anglo-German arrange- 
ments thus represented a backdown from the original position 
taken by Berlin. Only two weeks before they were concluded 
Herr Walther Funk, the German Minister of Economics, had 
read a lecture to the United States for insisting on payment, 
pointing out that Great Britain had not assumed the debts of 


86 Department of State, Press Releases, XVIII, 465-467, April 9, 1938. 
87 Economist (London), CXXXII, 70, July 9, 1938. 
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the Transvaal and that the United States had not honored the 
debts of the Confederacy after the Civil War, obviously ignor- 
ing the complete absence of any parallel between these cases 
and Germany’s. 

The British eased the German retreat by meeting them half- 
way; they agreed to scale down interest on part of the Austrian 
debt and to take payment in German goods. The acceptance of 
lower interest rates was made without consulting the other 
creditors who had joined Great Britain in the financing of Aus- 
tria’s post-war reconstruction, and the bilateral arrangement 
was palpably at their expense. Furthermore, the mode of settle- 
ment was available only to those creditors whose trade position 
vis-a-vis Germany was like Britain’s and would thus enable them 
as a last resort to enforce collection by drastic measures. The 
British agreement gave the ultimate advantage to the Reich. 
German newspapers boasted that the creditors’ front had been 
broken and that the Geneva system of guarantee-collectivism 
had been dissolved.** Once more a Tory Cabinet had chosen 
the separate way without regard to the position of other gov- 
ernments which counted on it for collaboration. 

When the year ended, nearly eight months after Washing- 
ton’s recognition of the Anschluss, Germany had concluded 
arrangements with nearly all the creditor countries except the 
United States for some sort of payment to holders of Austrian 
bonds. This discrimination against American creditors was 
nothing new in German practice,*® but it was one of the many 
elements contributing to the strained relations existing between 
the United States and Germany during the year.*° 

As for the annexation of Austria herself, there were many 

38. Cf. Economist (London), CXXXII, 71, July 9, 1938. 

39 Cf. The United States in World Affairs, 1934-35, 85-99. 

49In January, 1939, discussion of the Austrian debt question was resumed 
by an exchange of notes between Washington and Berlin. The German gov- 
ernment refused to acknowledge any obligation for the relief loan of $26,000,000 
and insisted that payments on the other obligations should be readjusted on the 
basis of Germany's prevailingly unfavorable trade balance with the United 
States. Neither of these contentions was accepted by the United States govern- 
ment, which suggested, however, that the Reich authorities initiate discussions 


with representatives of American holders of Austrian bonds. Cf. Department of 
State, Press Releases, XX, 53-55, January 28, 1939. 
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opinions about it. From one point of view it could be regarded 
as the long deferred realization of a legitimate desire on the 
part of people of German blood to live together in the same 
national state. Yet whereas the end might be approved, the 
means whereby it had been gained could be as genuinely con- 
demned. It could be considered as the first breach in the oppres- 
sive encirclement of Germany legalized by the Treaties of Ver- 
sailles and St. Germain, or it could be viewed as the first step 
on the part of a great and ambitious power to try once more to 
dominate the continent. Readers of Mein Kampf could explain 
it as part of the racial program of Nazi Germany; but others 
could find plenty in the text to convince them that racial pre- 
tensions were only the cover under which a scheme of con- 
tinental conquest had begun. So the people of the powers which 
did not share the secrets of the Axis exchanged their opinions 
in that tolerant manner which is the characteristic of democracy 
—and its weakness; and in effect, they waited anxiously for 
the next crisis to give them a clue to the one which had just 


passed. 





CHAPTER THREE 


THE REDUCTION OF THE CZECH SALIENT 


IT Is not difficult to understand why the French had done all 
they could since Versailles to keep the Germans and the Aus- 
trians apart. They regarded it as a vital matter that Germany 
should not grow strong, and they wanted to keep her sur- 
rounded by the allies and dependencies of France. Military con- 
siderations were responsible for this “iron chain” of which 
Austria was the weakest link; and for almost a generation French 
military superiority had kept it intact. 

It is not a bit more difficult to understand why the Germans 
tried in various ways under different governments to unite with 
Austria. They desired to increase their strength, and they wanted 
to break through that iron ring. Military considerations de- 
manded that it be broken, and in March, 1938, German military 
strength did the job. Precisely at that moment the balance of 
power on the continent of Europe passed from France to 
Germany. 

Three weeks before his occupation of Austria Herr Hitler had 
served notice that he did not intend to halt his Eastern drive 
with that single achievement. After gathering in 7,000,000 Aus- 
trians without opposition and without bloodshed, the Fihrer 
still had a commitment to extend the principle of “‘self-deter- 
mination” to 3,300,000 persons of German racial stock in the 
neighboring republic of Czechoslovakia. Such was the program 
clearly announced in his speech of February 20. The second 
undertaking proved to be more difficult than the first; but it 
was carried out successfully nevertheless, and it caused a tremor 
that was felt around the world. 
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1. Czechs and Germans 


Until October, 1938, Czechoslovakia was a country of 15,- 
300,000 inhabitants, of which some 11,000,000 were Slavs.! The 
Germans formed about 22 per cent of the population and to 
distinguish them from their racial kin in other countries they 
were known as Sudeten Germans, deriving the name from the 
mountain range along the northwestern frontier. Never had 
they formed any part of the German Reich. Before the World 
War they had been included in the Empire of Austria-Hungary, 
and they had been subjects not of the Hohenzollerns but of the 
Hapsburgs. 

In redrawing the map of Europe, the framers of the Paris 
peace treaties had tried in most cases to use the criterion of 
racial alignment as the basis of inclusion and exclusion, hoping 
by this means to lessen some of the antipathies which were re- 
sponsible for bringing on the World War. But Czechoslovakia 
was treated as an exceptional case. To create an entirely separate 
state for the Czechs alone was thought to be politically unsafe 
and economically undesirable, since its frontiers could not be 
effectively defended against invasion and its economy would 
be unbalanced. Partly with a view to its protection, therefore, 
and partly as a bulwark against German expansion, the limits of 
the republic were fixed on the northwest, west, and southwest 
at the Erzgebirge, and the Sudeten, and BOhmerwald mountains. 
Though these boundaries did not follow racial lines, they had a 
history behind them. They conformed to the frontiers of the old 
Kingdom of Bohemia, and they had survived practically un- 
changed for almost a thousand years.” But while they included 
certain uncongenial racial elements, due to the earlier infiltra- 
tion of Germans, they also enclosed an economic unit; for in the 
course of years there had developed in this area a nicely ad- 
justed relation between agriculture and manufacturing. The in- 
coming Germans had settled in the mountainous districts of the 

1The Slavic element consisted of 7,500,000 Czechs, 2,500,000 Slovaks and 
700,000 Ruthenians. There were also 3,300,000 Germans and 700,000 Magyars. 


? Elizabeth Wiskemann, ‘Czechs and Germans after Munich,” Foreign Affairs, 
XVII, 292, January, 1939. 
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north and west near their former homeland and were em- 
ployed mainly in industry, while the Czechs in the interior made 
their living chiefly by agriculture. Czech farmer and Sudeten 
German factory-worker were thus engaged in complementary 
activities.* 

In spite of this close interdependence, the relations between 
the two racial groups during the post-war period were far from 
cordial. Under the Hapsburg monarchy these same Germans 
then living in the Austrian part of the Empire had enjoyed a 
privileged social status. They lost it under the more democratic 
government of Czechoslovakia. At first they tried to preserve 
the old social distinctions and to secure a special position in 
the new state. They even went so far as to issue a manifesto re- 
pudiating all obligations under the constitution. In consequence 
of this they were not given their proportional representation in 
the new government. Later, when they saw the futility of passive 
resistance and began to be more active in government, they 
complained loudly that they had been “short-changed” in the 
matter of public offices. The Czech government made something 
of an effort to redress this grievance, especially in 1926, when 
two Sudeten Germans were taken into the Cabinet. But prog- 
ress was slow. In any state it is not a simple thing to dismiss 
loyal civil servants in order to make room for a disaffected 
minority. But whatever the rights and wrongs of this well-worn 
controversy may be, it is certain that from beginning to end the 
people of the Sudetenland were treated far better than were the 
Germans in Italy, Poland, Hungary or Yugoslavia.* 

Two somewhat interrelated events—the advent of the world 
depression and the accession of Adolf Hitler to the head of the 
German Reich—acted to arrest the process of conciliation begun 
in 1926. The depression bore heavily upon Central Europe and 
especially so upon the industrial districts of the Sudetenland, 
which produced for export and suffered from the paralysis of 
foreign trade. The worst of the depression was hardly past 
before the Nazi policy of autarchy, supported by barter arrange- 


3 Elizabeth Wiskemann, Joc. cit., 295. 
*R. W. Seton-Watson, “The German Minority in Czechoslovakia,” Foreign 
Affairs, XVI, 651-666, July, 1938. 
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ments and exchange controls, began to play further havoc in this 
region. Because of exchange restrictions, the watering-places at 
Marienbad, Carlsbad and elsewhere in the Sudetenland lost the 
bulk of the tourists from Germany upon whose patronage they 
depended for their very existence.” Unemployment in the 
German-speaking industrial area was much more prevalent than 
in the Czech farming districts. And propaganda from Berlin 
duly reminded the Sudeten Germans of the contrast between 
their own condition and that of the German Reich, where Hit- 
ler’s measures had eliminated unemployment. 

This situation contained all the necessary ingredients for a 
political flare-up such as both Hitler and Mussolini had utilized 
for their own purposes before. A Czech counterpart of the Ger- 
man Nazi movement had been slowly evolving since 1933 and 
under the leadership of Konrad Henlein eventually took shape 
as the Sudetendeutsche Partei, or §.D.P. Unlike Hitler, Henlein 
began with very modest and wholly reasonable demands. He did 
not stir up anti-Semitism or proclaim the superiority of Nordic 
Sudetens to their Czech neighbors, who in physical appearance 
were actually the more Nordic of the two. His first demands 
were for more of that democracy which Hitler despised—to be 
manifested through a greater representation of Sudeten Ger- 
mans in the government service. 

The political strength of this minority group became evident 
in 1935, when the S.D.P. captured forty-four of the 300 seats 
in the lower house of Parliament and became the second largest 
single party represented in that body. Such a demonstration of 
strength impressed the Prague government with the need of re- 
dressing the grievances of the German element, and in 1936 
negotiations to this end were initiated. The discussions got no- 
where, and the reason for their failure was attributed by some 
observers to a drum-fire of propaganda from Berlin.® For it 
would have been a decided setback to Hitler's plans if the Czechs 
and Sudetens had succeeded in composing their differences; but 
so long as Henlein, presumably under coaching from Nazi head- 


5 R. W. Seton-Watson, Joc. cit., 660. 
®M. W. Fodor, Plot and Counterplot in Central Europe, 169. 
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quarters in the Reich, kept “raising the ante” with every new 
concession from Prague, there was no real danger that the 
Fihrer’s ambitions would be compromised. In the meantime, 
the S.D.P. began to take on many of the attributes of the Nazi 
party in Germany. Henlein became known as the “‘little Fiihrer,” 
and presently placed his party on a totalitarian basis by claiming 
that it alone had the right to act for the Sudeten Germans.” 
This was the situation in March, 1938, when Hitler's troops 
marched into Austria. The effect of this exploit upon the Su- 
deten Germans was electrical. Their representatives in the 
Prague Cabinet promptly resigned from office, and the S.D.P. 
under Henlein’s direction became for all practical purposes an 
adjunct of the National Socialist Party in the Reich. From this 
day forward Henlein was nothing more than Hitler’s agent. 
No longer was he content to demand for his followers merely 
a larger share in the government. He undertook to marshal all 
the Sudeten Germans into his party by announcing that no new 
members would be admitted after a fixed date and by drilling 
home a reminder that the clock stood at “five minutes to 
twelve.” And the annexation of Austria had implications of a 
military nature as well. It had undermined the strategic situation 
of Czechoslovakia as a fortified salient against aggression from 
Hitler’s Reich. Germany now surrounded the western half of 
the country on three sides and was in a position to turn the lines 
of defense which the Czechs had erected on their northern and 
western frontiers. Thus internally and externally the Czech state 
had been grievously weakened by Hitler's success over Austria. 
The new attitude of the Sudeten German Party began to be 
displayed openly within six weeks after the Fihrer’s triumphal 
entry into Vienna. On April 24 Henlein delivered a speech at 
Carlsbad in which he formally announced that his party's policy 
was “inspired by the principles and ideas of National Social- 
ism.” Especially significant was his call for “a complete revision 
of Czechoslovak foreign policy,” which had led the state “into 


7 Seton-Watson, Joc. cit., 664. 
® Hamilton Fish Armstrong, When There Is No Peace, 163. 
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the ranks of the enemies of the German people.” In effect this 
was a demand that the Prague government abandon its alliances 
with France and Russia and affiliate with the axis powers. 

With regard to the German minority, Henlein put forward 
eight specific demands. Several of these, perhaps with a bit of 
clarification, could have been readily granted; indeed, his in- 
sistence upon full equality of status between Czechs and Su- 
deten Germans had been already met in most particulars. A few 
reasonable items in Henlein’s list gave some appearance of 
plausibility to the program as a whole. There were several de- 
mands, however, with which compliance was palpably im- 
possible unless the Prague government was prepared to surren- 
der the sovereignty of the very state it existed to protect. This 
was conspicuously true, for example, of Henlein’s demand for 
“full liberty to Germans to proclaim their Germanism and their 
adhesion to the ideology of the Germans.” In this case compli- 
ance would have meant not merely a state within a state, but a 
totalitarian unit set up within a free republic and rendering per- 
sonal allegiance to the head of a neighboring and hostile nation. 
No sane person could have expected that Czechoslovakia would 
voluntarily accept this arrangement or could have believed that 
it was laid down with any other end in view than that of widen- 
ing the rift between Czechs and Germans. 

It is outside the scope of this book to relate in detail the nego- 
tiations between Herr Henlein and the Prague authorities during 
the next four months, since they did not, as such, fall within the 
orbit of the foreign policy of the United States. It need only be 
said that all the concessions which were tendered during the 
protracted discussions came from the side of Czechoslovakia, 
and that they were invariably met by objections and still stiffer 
demands from the Sudeten German Party, now completely 
under the tutelage of Berlin.” However, the people of the 


®In slightly varying translations the text of these demands appears in the 
New York Times and the London Times for April 25, 1938. 

10 For details of the negotiations between the Sudeten German Party and the 
Czechoslovak government in this period, cf. Vera Micheles Dean, Europe in 
Retreat, 105-12; Paul B. Taylor, ‘Partition of Czechoslovakia,” Foreign Policy 
Reports, XIV, 200 ff., November 15, 1938. 








56 THE UNITED STATES IN WORLD AFFAIRS 


United States as individuals were intensely interested in the 
news as it developed from day to day. As in the case of Austria, 
but with even closer attention, they watched the workings of 
the art of dictatorship, wondering whether it would win a blood- 
less victory again, or whether it would precipitate a European 
war; their sympathies were deeply engaged by the plight of 
democracy on the continent as exemplified by Czechoslovakia’s 
position in the path of German aggression; and they looked 
hopefully, but invariably in vain, for some sign that justice and 
orderly procedure in the conduct of international relations 
would prevail over blackmail and force. 


2. Rumors of War 


In less than a month after Henlein presented his “eight de- 
mands” at Carlsbad, and in little more than two months after 
the Axschluss, war clouds were again rolling up on the Euro- 
pean horizon. At the beginning of May the German and Italian 
dictators undertook to show the world that the Austrian affair 
had in no way weakened the Berlin-Rome axis. Returning the 
visit which Mussolini had made to Berlin in the previous Octo- 
ber, Hitler crossed the Alps and was féted in Rome in a style 
beyond the imagination of the Caesars. Along with four full 
days of pageantry on land and sea and in the air, much time 
was devoted to diplomatic discussions in which the problem of 
the Czechs and Sudeten Germans doubtless figured prominently. 

In other European chancelleries this polishing and lubricating 
of the dictators’ axis was a cause of apprehension. Before the 
Rome ‘“‘mysteries’” were concluded the British and French gov- 
ernments put forth parallel efforts to bring about a peaceful 
solution of the Sudeten German dispute. The British govern- 
ment had good reason to fear that a general European conflict 
would be on top of them unless this troublesome question could 
be settled quickly and peaceably. For on April 28 Premier 
Daladier and Foreign Minister Bonnet of France had visited 
London to confer with Mr. Chamberlain and Lord Halifax, and 
the representatives of the two governments had reached an 
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agreement which bore some resemblance to a military alliance.” 
France was already pledged to aid Czechoslovakia against ag- 
gression, and so was Soviet Russia if France fulfilled her obli- 
gations. During the London conference the French ministers re- 
affirmed their intention to stand by these commitments. There 
was only one way, however, by which France could render aid; 
not being able to reach Czech territory directly, she could only 
move against Germany, and in that event, if the London agree- 
ment meant anything, British participation in the conflict would 
be unavoidable. 

The anxiety which these various commitments caused was 
seen in the agreement of the ministers at London to urge the 
Czechoslovak government to “go to the utmost limits” within 
the framework of its constitution in granting the reasonable 
claims of its German population. Representations to this effect 
were made at Prague by the British and French ministers on 
May 7.’* Berlin was also informed of this action, and the hope 
was intimated that Germany would see fit to codperate.'* A few 
days later Herr Henlein arrived in London and consulted in- 
formally with members of Parliament and the Foreign Office 
and with the Czechoslovak Legation.’* But as for Herr Hitler, 
there was no sign of his collaborating in these efforts of ap- 
peasement. The German press, evidently acting under govern- 
ment instructions, had already indicated that the Sudeten ques- 
tion was a dispute which concerned Germans and Czechs only: 
the Western powers would be well advised to keep their 
hands off.’® 

The British Prime Minister, nevertheless, was dogged in his 
efforts at conciliation. The only question was how far he would 
be willing to go in helping to satisfy the German demands. Al- 
though at the London conference and for some time thereafter 


11 New York Times, April 29, 1938; Armstrong, op. cit., 28, 29, 168. They 
planned to coérdinate their military forces and to pool their purchases of sup- 
plies, and they agreed to the principle of a unified command in the event of war. 

12 Times (London), May 9, 1938. 

13 Tbid., May 13, 1938. 

14 Ibid. 

19 Frankfurter Zeitung, May 1, 1938. 
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he insisted that any settlement arrived at must be consistent with 
Czechoslovakia’s sovereignty, there is reason to believe that he 
and his Conservative colleagues were beginning to doubt 
whether a peaceful solution could be effected by any other 
means than by the transfer to the Reich of those parts of the 
Sudetenland in which Germans were the largest element of the 
population. In a dispatch to the New York Times of May 1, 
1938, Mr. Frederick T. Birchall, the Berlin correspondent, ex- 
pressed doubts, based on conversations with non-Germans 
friendly to Czechoslovakia, whether Englishmen or Frenchmen 
cared enough about the outcome of the dispute to suffer the 
horrors of a war in helping a country with which they had only 
slight relations. 

A similar view was elaborated in a dispatch to the New York 
Herald Tribune of May 15, from its London correspondent, Mr. 
Joseph Driscoll, who stated that he was in a position to shed 
“official light on the real British attitude.” It seems to be well 
established that his information came from Mr. Chamberlain 
himself. As for Driscoll’s analysis of this information, it proved 
to be an accurate forecast of the policy finally pursued toward 
Czechoslovakia. His conclusion, in brief, was that since neither 
France nor Russia could fight effectively for the Czechs, Great 
Britain likewise could not do so. On a final showdown, there- 
fore, Czechoslovakia would have to agree to reasonable German 
demands and accept either a cantonal system like that of Switzer- 
land, thus giving the Sudetenland the largest possible measure 
of self-government, or else submit to a revision of her frontiers 
which would cede the districts predominantly German to the 
Reich. The British “‘official mind” was described as still waver- 
ing between these modes of settlement but as disposed to re- 
gard frontier revision as an assurance of a “sounder,” if smaller, 
Czechoslovakia. 

Just when the British official mind finally decided which of 
the two suggested courses it would follow had not been dis- 
closed when these lines were written; but events during the 
latter half of May indicated that by then no definite decisions 
had yet been reached concerning the precise steps by which the 
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policy of appeasement could be “implemented.” Meanwhile, 
the news that Great Britain and France were urging Prague to 
make further concessions encouraged the Sudeten German Party 
to a fresh burst of activity. This was apparent in the formation 
of a Schutzdienst corps, corresponding in some ways to Hitler’s 
storm troopers. 

On May 20, on the eve of certain municipal elections, there 
was a good deal of disorder in the Sudeten areas and in the 
course of the government’s attempts to suppress it two of Hen- 
lein’s followers were killed."* The German press gave front- 
page space to the affair. General Goering’s newspaper, the 
Essen National Zeitung, referred to it as ‘‘a planned manhunt.” 
Other journals printed the story under red headlines, denounc- 
ing the “terrorization” to which the Sudeten Germans were sub- 
jected, and condemning the Prague government for letting the 
situation get out of hand. 

It looked as if the Austrian putsch was about to be reénacted, 
and statesmen on both sides of the Atlantic waited anxiously 
for the next news. Reports reached Prague that German troops 
were concentrating near the Czechoslovak frontier, but in- 
quiries made in Berlin by the British Ambassador and the 
Czechoslovak Minister brought a denial that any military ac- 
tion was contemplated. The military movements, it was stated, 
were merely routine. Nevertheless the Czechoslovak Minister 
received a threat along with the denial: the routine might ex- 
tend itself across the border unless his government changed 
its policy. Remembering the fate of Austria, and fearing that 
German troops might be invited into the country by the Hen- 
leinists on the pretext of restoring order, the Prague govern- 
ment decided on certain ‘extraordinary manoeuvres,’ which 
would be less provocative to Germany than a general mobiliza- 
tion. The call was restricted to certain designated classes of the 
army. The demonstration was carried through at surprising 
speed and without the slightest excitement or confusion; within 
a few hours 400,000 trained Czech soldiers were in well pre- 
pared positions on the border. For this reason and for this 


16 New York Times, May 22, 1938. 
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reason only the disturbances quieted down, and the world re- 
freshed its frayed nerves with the illusion that there would now 
be peace.’? 

Throughout that crisis Czechoslovakia benefited from the full 
codperation of Great Britain and France, and it was believed 
at the time that Prague’s show of strength and the backing of 
London and Paris had given a definite answer to Hitler’s chal- 
lenge. When, therefore, in June negotiations between the Hen- 
leinists and the Prague government were resumed it seemed 
that some settlement might be reached which would “‘save Hit- 
ler’s face’’ after his setback and still preserve the essential 
sovereignty of the Czech state. In July, with the full concur- 
rence of Herr Hitler, Lord Runciman was sent to Prague by 
the British government to act as mediator. But the world was 
deceived, possibly as to the purpose of Lord Runciman’s mis- 
sion, certainly as to the chance of its success. Eight months later 
Herr Hitler stated baldly and boastfully that on May 28, a week 
after the “special manoeuvres” of the Czech army, “I ordered 
that preparations should be made for military action against 
this state by October 2.”""* The peace negotiations of June, July 
and August, therefore, to which he had given his approval, 
only served to screen his real objective. 


3. The Parteitag at Nuremberg 


Twice a year, in January and in September, and regularly 
since 1933, the teeth of the world have been set on edge. On 
these occasions Hitler speaks, and with each passing year his 
power to produce tension and instil hatred has increased. One 
blast is delivered on January 30,’ the anniversary of the 
Fiihrer’s accession to power; the other is delivered at the end 
of the Nazi party’s week-long emotional spree at Nuremberg, 
known to Germans as the Parteitag (Party Day) and to most 
Americans as the National Socialist Congress. 


17 Times (London), New York Times, New York Herald Tribune, May 
21-23; Vera Micheles Dean, Europe in Retreat, 113-117; Taylor, Joc. cit., 201. 

18 Speech of January 30, 1939. 

19 In 1938, because of difficulties necessitating an “army purge,” the address 
was postponed until February 20. Cf. Chapter II. 
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Nothing approaching the Parteitag has ever been known 
before in the history of the world. Each year no pains are spared 
to make the occasion bigger, noisier and more colorful than it 
was the year before. What was once one of Nuremberg’s beau- 
tiful parks has been converted into the Party Day Grounds. 
It is covered with enormous stadiums, auditoriums, drill grounds 
and camping quarters for the display of Nazi strength, skill, 
discipline and emotion. In recent years each annual Party Day 
has had its theme. In 1936 it was Honor; in 1937, Labor; and 
in 1938, Greater Germany. Masses of buildings, masses of 
words, masses of people—the 1938 orgy was attended by 1,500,- 
ooo of the faithful. The Sudeten Germans were well repre- 
sented, perhaps as a dress rehearsal; for it was announced that 
they would have a Party Day of their own about the middle of 
October—a statement taken to mean that their demand for 
the right to live according to Nazi ideology would be granted 
by that time.*° A hundred Arabs who came from Palestine and 
Africa as guests of honor may have wondered why they were 
there. But probably not, for latter-day instruction in Germany 
is very thorough. 

While these 1,500,000 Nazis were giving their amazing ex- 
hibition of mass psychology at Nuremberg, with endless parades 
and interminable ritual, another 1,500,000 Germans were stand- 
ing armed at attention from the North Sea to the Danube. They 
had been called to the colors for divisional and corps manoeu- 
vres. The military authorities insisted that these were only 
routine exercises, but Germany’s neighbors believed otherwise. 
For if it had become the natural characteristic of a “peaceful” 
occasion to mass three million people in practiced formations, 
then peace had no other meaning left to it than the temporary 
suspension of war. The whole Reich resembled an armed camp. 
Those classes in the army which were due for discharge were 
retained in service. A railway to the Czechoslovak frontier was 
being double-tracked. The Siegfried line was being built along 
the Rhine to oppose the Maginot line in France, and some 400,- 
ooo laborers were drafted from normal industry to work at 





20 Times (London), September 7, 1938. 
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long hours and under rigid military discipline on these and 
other fortifications. Practically all building for civilian pur- 
poses was suspended, and many factories because of the short- 
age of labor and materials were compelled to operate on part 
time. The farmers, now that their crops were harvested, were 
required to supply animals and foodstuffs to the army. The 
people were ordered to eat more rye and less wheat, and to use 
up tomatoes instead of fruit, so that the fruit might be pre- 
served. Women were sent back to jobs which the Nazis had for- 
merly made them give up.” 

Germany, in short, had gone on a war basis. The effort and 
cost were so greatly in excess of anything incident to ordinary 
manoeuvres, even in the Reich, that there could be no doubt 
of the purpose: the immense display of force was intended to 
influence the situation in Czechoslovakia. These, in all their 
formidable significance, were the military preparations which 
Hitler had ordered as far back as May 28, with a view to action 
by October 2, and these were the ‘‘rods”’ in his two hip-pockets 
when he agreed that Lord Runciman should try his hand at 
mediation. 

The German “manoeuvres” entered their first stage in mid- 
August, and the number of troops engaged reached its maxi- 
mum simultaneously with the holding of the Party Day ex- 
ercises in Nuremberg on September 6-12. These combined 
displays gave Europe the greatest war scare experienced until 
then since 1914. Simultaneously the German press, under the 
skilled direction of Dr. Goebbels, Minister of Propaganda, kept 
up a continuous barrage of stories of “bloody and violent Czech 
methods,” of ‘‘villainous deeds of the unbridled mob,” and of 
“looting and maltreating” in all parts of “the tortured land.”*” 

During the summer the British government, in its rdle of 
mediator, had pursued two supplementary lines of action. Lord 
Runciman at Prague was endeavoring to obtain concessions for 
the Sudeten Germans which the Nazis could not reject without 
assuming the rdle of aggressors. In Berlin the British Ambassa- 


21 New York Times, August 31; Times (London), September 5, 1938. 
22 New York Times, August 31; Manchester Guardian Weekly, September 
2, 1938. 
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dor, Sir Nevile Henderson, was endeavoring to convince Herr 
Hitler that if Czechoslovakia were attacked the conflict could 
not be localized but would lead to a European war. The Prague 
negotiations resulted in concessions which went as far as could 
reasonably be expected in meeting the “eight demands” of Herr 
Henlein and afforded the basis for a general liquidation of the 
dispute. But the Sudeten Germans, under pressure from Nazis 
in the Reich, did not have “the will to agree.”** In Berlin all 
the persuasiveness that the British Ambassador could command 
failed to move Herr Hitler. His Foreign Minister, Herr von 
Ribbentrop, had served in London as German Ambassador and 
had convinced himself of the sympathetic tendencies of promi- 
nent members of Mr. Chamberlain’s party and even of his 
Cabinet. By him the Fihrer was informed that the chance of 
Britain’s going to war in defense of Czechoslovakia was remote, 
if not nil, and that the talk of a general conflict might be safely 
treated as talk. 

The day after the Nazis had opened their colossal and ter- 
rifying circus at Nuremberg, and while all Europe was nerv- 
ously awaiting the Fihrer’s pronouncement on foreign policy, 
the London Times came to the aid of the German Foreign Min- 
ister and the radical leaders of the Nazi Party who were urging 
that British warnings be disregarded. After suggesting the pos- — 
sibility that the Sudeten Germans, even if their grievances were 
removed, might not “find themselves at ease within the Czecho- 
slovak republic,” the Times observed: ‘‘In that case it might be 
worth while for the Czechoslovak government to consider 
whether they should altogether exclude the project, which has 
found favor in some quarters, of making Czechoslovakia a more 
homogeneous state by the secession of that fringe of alien 
populations who are contiguous to the nation with which they 
are united by race.’ 

A more appropriate moment and method for raising general 
hell could hardly have been chosen. The editorial appeared 
right on the heels of a new tender of concessions by the Czecho- 


23 New York Herald Tribune, New York Times, September 8, 1938. 
24 Times (London), September 7, 1938. 
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slovak government and brought from its Foreign Office an im- 
mediate request for an official disclaimer, since it was generally 
believed on the Continent that the Times enjoyed the confidence 
of highly placed British officials.*° The French took similar 
action. The British Foreign Office at once: repudiated the edi- 
torial as “in no way representing the view of His Majesty’s 
Government.” In the opinion of the Daily Telegraph (Con- 
servative), “No more sinister blow could have been struck”; 
and the News Chronicle (Liberal) called it “one of the most 
damaging indiscretions in the records of responsible journalism.” 

The Foreign Minister, Lord Halifax, had lunch on that day 
with the Times editor, Mr. Geoffrey Dawson. Whatever may 
have been the subject of their conversation, the tone of the lead- 
ing editorial in the Times on the following day was decidedly 
more circumspect, and voiced the government’s repeated warn- 
ing to Hitler that the crisis might threaten ‘‘the whole of Euro- 
pean civilization,” and that a solution based on force, or even 
the threat of force, was “barred by the moral sense of the 
world.” Germany was reminded of recent military dispositions 
in France, of Poland’s misgivings, of Hungary’s lack of sym- 
pathy, and of Russia’s treaty of commitments. But as a special 
warning against acts of aggression, the Times cited the recent 
creation of an Atlantic squadron by the United States navy, and 
admonished Herr Hitler that “American opinion has been hard- 
ened in a striking degree against any potential disturber of the 
world peace.’”** There was no withdrawal, however, of the sug- 
gestion which had stirred up such a furor. Instead the Times 
carried an article summarizing the opinions which it had ex- 
pressed since May 30, as proof that it had consistently advo- 
cated the proposed solution if others failed. 

In Germany this notorious editorial aroused the keenest in- 
terest. Not even Henlein in his wildest utterances had suggested 
the secession of the Sudetenland from Czechoslovakia; and the 
controlled German press, for diplomatic reasons, had not been 
allowed to do so. That this influential British newspaper should 


5 New York Times, September 8, 1938. 
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blurt out so directly what was hidden in the back of German 
heads seemed almost too good to be true. Furthermore, its atti- 
tude lent support to the Ribbentrop thesis that the British would 
not fight with Germany over Czechoslovakia. 

Yet here was Sir Nevile Henderson in Berlin stating plainly 
that if Czechoslovakia were invaded by a German army France 
would fight and Great Britain would follow her; and there was 
Lord Runciman in Prague working on President Benes to get 
him to make the utmost concessions to satisfy the ambitions of 
Hitler. What was the clue to these apparent contradictions? It 
was a simple clue. Portia had set the problem for Shylock— 
that he should cut off his pound of flesh without shedding a 
drop of blood. Shylock, the Jew, funked it, and retired weeping. 
Hitler, the Nazi, now proceeded to solve it with a vengeance. 

During the Nuremberg celebration the Fihrer delivered 
various and sundry exhortations to different groups in the Nazi 
organization, but he reserved all reference to the German-Czech 
question for the climax on September 12. Even then in the ad- 
dress which concluded the congress he spoke for forty minutes 
before turning his blast on Czechoslovakia. Forty minutes of 
German self-congratulation and self-pity, of boasts inter- 
spersed with complaints—glorification of the military prowess 
of the Reich and vilification of Bolsheviks and Jews. No solu- 
tion of the problem of German-Czech relations was suggested; 
neither the cession of Sudeten territory nor a plebiscite was 
asked for, but he repeated the demand for self-determination of 
the German people in Czechoslovakia—a right of which they 
“were robbed in the name of the right of self-determination by 
a certain Mr. Wilson.”’** 

Evidently in the Fihrer’s mind the moment for the surgical 
operation had not yet come. The case called for a little more 
attention first, more whipping up of frenzy by picturing ‘seven 
million Czechs torturing three and a half million Germans,” 
coupled with care not to get into a position from which he 
could not retreat if necessary. The tirade in itself justified 


27 For the text of the section of Hitler's speech devoted to foreign relations, 
cf. New York Times, September 13, 1938. 
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neither the fears nor the hopes of those who had been waiting 
upon the words of the man who held the peace of Europe in 
his hands. But it served as a signal for an outburst of disorder 
and violence in the Sudeten towns which had every appearance 
of a concerted plan. There seemed to be no respite from the 
succession of shocks; there seemed to be no avenue of escape 
for the Czech state; there seemed to be no way out of war. 


4. American Anxieties 


All over the United States people followed with intense feel- 
ings the progress of war-like events in Europe. As the gravity 
of the situation increased the radio supplemented the daily 
papers. Its network carried both news and expert comment into 
millions of homes and into schools and working places. Occu- 
pants of the remotest farmhouses on the Western prairies were 
able to keep as fully informed of proceedings in European 
capitals as were the peoples of those cities themselves; in fact, 
it is probable that the broadcasts to which Americans in every 
walk of life were listening were more accurate, because freer 
from propaganda, than most of those which were heard on the 
other side of the Atlantic. 

Whether the news from abroad created a stronger senti- 
ment in the United States for isolation is a debatable ques- 
tion,** but it undoubtedly aroused those who were already of 
this persuasion. They were upset when they read that Ambas- 
sador Kennedy put in an appearance every day at the Foreign 
Office in London. They did not like the speech he made at a 
memorial service in Aberdeen in honor of Samuel Seabury, the 
first Episcopal bishop in the United States, in the course of 
which he decried the fact that in some parts of the world the 
practice of religion had become “‘a political offense.” This they 
interpreted as an unnecessary and dangerous thrust at Hitler. 
Across the Channel the American Ambassador to France had 


28 Surveys of public opinion by popular polls failed to reveal the growth of 
isolationist sentiment. In a poll by Fortune on the question whether the United 
States should join a united democratic front to block at all costs further conquests 
by the dictators, 56.3 per cent of the answers were affirmative. Fortune, XIX, 93, 
January, 1939. 
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also made a speech or two which they did not like. He was 
reported as having said that France and the United States were 
indissolubly united in war as in peace; and though the Am- 
bassador promptly denied that he had said this, and the De- 
partment of State sought to give wide publicity to the denial, 
it was not easy to make the suspicious believe that the Adminis- 
tration was not quietly codperating with certain other govern- 
ments in a movement to stop Hitler. Moreover, Mr. Roosevelt's 
recent pledge at Kingston, Ontario, that the United States 
would not “stand idly by” if Canada were invaded, and his 
previous suggestion of a quarantine against aggressors, had 
made an impression which isolationists did not quickly forget. 

On September 9, as conditions in Central Europe grew more 
tense, the President created a mild sensation, in journalistic 
circles at least, by taking the newspapers to task, blaming 
them for creating the impression that he was disposed to as- 
sume moral commitments to support the democracies against 
the totalitarian bloc if a conflict should break out. Let editorial 
writers and columnists pay attention to his exact words, he 
said, and they would discover that their deductions were “100 
per cent wrong.’’*® On the day following this attempt at clarifi- 
cation, the foreign policy of the United States government 
found itself back in the limbo of ambiguity again. The Depart- 
ment of State made public a letter from Secretary Hull accept- 
ing the invitation of the government of Peru to attend the 
next meeting of the Pan American Conference in Lima, and 
in this letter the Secretary said: 


The nations of the world are faced with the issue of determining 
whether relations shall be characterized by internal anarchy and lawless- 
ness or by principles of fair play, justice and order under law. No na- 
tion and no government can avoid the issue; neither can any nation avoid 
participation, willing or not, in the responsibility of determining which 
course of action shall prevail. 


At once five peace organizations, with headquarters in Wash- 
ington, called upon the President to “bring his recalcitrant of- 
ficials into line” when their utterances did not square with 


29 New York Times, New York Herald Tribune, September 10, 1938. 
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his own.*® Apparently those who were fearing war were read- 
ing into statements like that of Mr. Hull a deliberate intention 
to bring about the thing they feared; the word “participation” 
stuck out from the text like a red light; the European situation 
had got on their nerves. For anyone who examined the Hull 
letter carefully could see that far from making any promise of 
American assistance in a war, the Secretary of State was ex- 
pressing his conviction that the United States should assist in 
preserving peace. Nevertheless the expression of that convic- 
tion in that manner suggested to some minds a danger of 
“involvement.” 

As a safeguard against another European expedition, the 
memory of experiences with Europe since the Armistice was 
likely to be more effective by far than the pressure exerted by 
pacifists and isolationists. Official Washington twice a year was 
still vainly dunning the war debtors whose defaults had placed 
burdens on American taxpayers. It still remembered the refusal 
of the British government, in 1932, to collaborate in preserv- 
ing the territorial integrity of China; it recalled the vacillations 
of the League members when Ethiopia was invaded and their 
efforts to shift to the United States the blame for the failure 
of sanctions; and while it thought back on the past, it could, 
as a diversion, observe the present futility of non-intervention 
in Spain. There was nothing in these irresolute gestures toward 
collective action to induce the government of the United States 
to undertake closer political collaboration with European de- 
mocracies. While Washington had given abundant evidence of 
its disapproval of dictators and their methods, its disapproval 
had so far been indicated by an attitude rather than by a 
program of positive action. 


5. The September Crisis 


Immediately following Hitler's speech at Nuremberg the dis- 
orders in the Sudetenland became so serious that the Czecho- 
slovak authorities decreed martial law in a number of districts 
and promptly checked the disturbance before the German gov- 

80 New York Herald Tribune, September 11, 1938. 
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ernment could find a pretext for intervention. Once more, as 
on May 21, Prague showed its ability to deal effectively with 
a difficult situation. Apparently, however, as between these two 
now hostile governments, only one of them desired peace and 
order. By the other the dispute was twisted into a new shape. 
The inspired Henlein and his followers repudiated their own 
“eight demands,” which had previously been the basis of negoti- 
ations through the efforts of Lord Runciman’s mission, and with 
one voice they took up Hitler's demand for self-determination. 
The work of mediation was thus brought to a standstill, and 
conciliation no longer had any focal point. The crisis ceased to 
be local and became of immediate concern to the heads of the 
leading European powers. 

Premier Daladier of France, deeply disturbed, urged Mr. 
Chamberlain to negotiate for peace directly with Herr Hitler. 
Accordingly, on September 14, only two days after the Nurem- 
berg speech and while the German “manoeuvres” were still in 
progress, Mr. Chamberlain sent a message to the Fuhrer: “In 
view of the increasingly critical situation, I propose to come 
over at once to see you with a view to finding a peaceful solu- 
tion.”*? Mr. Chamberlain offered to start the next morning by 
air and asked Herr Hitler to indicate where they might meet. 
The Fihrer replied that he would be glad to confer with the 
Prime Minister at Berchtesgaden. At 8:30 o'clock the follow- 
ing day Mr. Chamberlain for the first time in his sixty-nine 
years of life boarded an airplane and flew to Munich, whence 
he proceeded to Berchtesgaden by train and motor. 

This was a new rdle for a Prime Minister of Great Britain 
to play. To those who still thought in terms of the old world 
order it seemed as if the mountain were going to Mahomet. 
But things had changed greatly since that other morning, twenty 
years before, when high German officers, on a mission of peace, 
were admitted to a railway car in the Forest of Compiégne 
and instructed to sign the drastic terms of an armistice. Mr. 
Chamberlain was also on a mission of peace, confident that 
dictators and democracies could find a way to dwell together 

81 Times (London), September 15, 1938. 
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in amity. He extended his hand to Hitler in a spirit of com- 
promise; in response Hitler knocked his ears down. There could 
be peace, but only on his own terms—the terms he had an- 
nounced three days before at Nuremberg. It was that or war, 
and the Fihrer made it clear that he was in the mood to act. 
Mr. Chamberlain, however, obtained a promise that no overt 
step would be taken until he could return to London and 
consult with his Cabinet and obtain their reply; but even this 
concession was made on the condition that nothing should 
happen in Czechoslovakia which would force Herr Hitler's 
hand.** 

The outside world was not promptly informed of what had 
taken place at Berchtesgaden. It experienced a sense of relief 
on hearing of Mr. Chamberlain’s visit, believing that some- 
thing would at last be done to relieve the intolerable tension. 
On being notified of the proposed visit, the Prime Ministers of 
Australia and Canada sent cable dispatches expressing their 
full approval. And as the New York Times said, the Prime 
Minister’s “adventure in statesmanship” had “thrilled the 
imagination and excited the hopes of millions of frightened 
people.”** The mere fact that the heads of the two strongest 
European governments had met and talked for three hours, 
even though the trend of their talk was unknown, was sufficient 
to produce a lull in war fears. Events of the following week, 
however, brought disillusionment to any who had hoped for a 
solution on any other basis than that of an outright surrender. 

On his return to London the British Prime Minister first 
conferred with his Cabinet and then invited Premier Daladier 
and Foreign Minister Bonnet to London for a consultation. 
They arrived on the 18th, and what followed can be told best 
in Mr. Chamberlain’s own words: 


During these conversations the representatives of the two govern- 
ments were guided by a desire to find a solution which would not bring 
about a European War, and therefore, a solution which would not auto- 
matically compel France to take action in accordance with her obliga- 


82 Related by Mr. Chamberlain in his speech of September 28, 1938. Parlia- 
mentary Debates, House of Commons, CCCXXXIX, 6-27. 
88 New York Times, September 16, 1938. 
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tions. It was agreed that the only means of achieving this object was to 
accept the principle of self-determination, and, accordingly, the British 
and the French Ministers in Prague were instructed to inform the 
Czechoslovak government that the further maintenance within the 
boundaries of the Czechoslovak State of the districts mainly inhabited 
by Sudeten Germans could not continue any longer without imperiling 
the interests of Czechoslovakia herself and of European peace. The 
Czechoslovak government were, therefore, urged to agree immediately 
to the direct transfer to the Reich of all areas with over 50 per cent 
Sudeten inhabitants. An international body was to be set up to deal with 
questions like the adjustment of frontiers and the possible exchange 
of populations on the basis of the right to opt. 

The Czechoslovak government were informed that, to meet their 
natural desire for security for their future, His Majesty's Government 
would be prepared, as a contribution to the pacification of Europe, to 
join in an international guarantee of the new boundaries of the Czecho- 
slovak State against unprovoked aggression. Such a guarantee would 
safeguard the independence of Czechoslovakia by substituting a general 
guarantee against unprovoked aggression in place of the existing treaties 
with France and Soviet Russia, which involve reciprocal obligations of 
a military character.34 


The Czechoslovak government was not consulted when this 
plan was drafted and declined at first to accept it, proposing 
instead that the issues be dealt with under an arbitration treaty 
which it had negotiated with Germany in 1925 as part of the 
Locarno settlement. The British and French governments im- 
mediately rejected this counter proposal and applied new pres- 
sure through their ministers at Prague, who at 2:15 a.m. on 
the morning of the 21st called on President Bene’ and pre- 
sented what was virtually an ultimatum: unless the Anglo- 
French plan were accepted unconditionally, Czechoslovakia 
would be solely responsible for the war which would surely 
follow, and in the event of such a war neither Great Britain 
nor France would come to her aid.** An immediate answer 
was demanded. At 9 o'clock the same morning the Czech Cab- 
inet decided to yield, but in doing so it emphasized the guar- 
antee which had been promised and recorded its understanding 

84 Mr. Chamberlain’s speech of September 28, Joc. cit. 


85 Armstrong, op. cit., 69; R. W. Seton-Watson, “Munich and After,” Fort- 
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that there would be no German invasion of any of the territory 
to be ceded, all of which would remain Czechoslovak until 
formally transferred after the delimitation of its boundaries by 
the proposed international commission.*® These feeble condi- 
tions were not of a sort to delay negotiations further. The 
important fact was that Prague had yielded, even though with 
“sentiments de douleur.” Mr. Chamberlain was now equipped 
to resume his talks with Herr Hitler with a draft of the Anglo- 
French agreement in his pocket. 

In the meantime the “terms of peace’ were received with 
amazement in the United States as well as in many parts of 
Europe. The hopes aroused by the dramatic flight to Berchtes- 
gaden were wrecked. On September 17, the day before the 
plan was drafted, the London Economist had said: “An agree- 
ment that abandoned the Czechs would not be merely dishon- 
orable, would not merely turn Mr. Chamberlain’s flight into an 
ignominious surrender, it would be short-sighted and contrary 
to the most narrowly conceived interests of Britain herself.’’** 
A week later, when the general terms of the settlement had 
become known, the Economist deplored the fact that Great 
Britain apparently had “changed her declared policies under 
threats from Germany.” The course which had been followed 
had “‘left the outlook for European security and European lib- 
erties greatly darkened.’’** 

Press opinion in the United States struck a similar note. “One 
man,” said the New York Herald Tribune, “with the brute 
boldness which only the absolute autocrat can wield, issued his 
orders, and in the crisis the democratic statesmen obeyed.”* 
In the Far West, the Los Angeles Times said that “the pro- 
posal of France and Britain to throw Czechoslovakia to the 
Hitler wolves will not avert war; it will merely make it much 
harder to avoid a little later when Germany will be still more 
powerful, arrogant and demanding.”*® And in the South the 


86 Armstrong, op. cit., 75-76. 

87 Economist, CXXXII, 530, September 17, 1938. 

88 Tbid., 578-579, September 24, 1938. 

39 New York Herald Tribune, September 21, 1938. 
*° Quoted in New York Times, September 21, 1938. 
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Richmond Times Dispatch declared that “Hitler's contempt for 
the great democracies has been justified.”*! On the other hand, 
the New York World-Telegram asked whether Americans were 
ready to send men and dollars overseas to fight on the issues 
now joined; “for unless we are so prepared we should be chary 
of our criticism of Britain and France.’’* 

The new crop of war ala-ms stirred Washington to great 
activity. President Roosevelt, who had been at the bedside of 
his eldest son, ill in Minnesota, hurried back to Washington, 
and was deep in consultation with several Cabinet members 
before he left his train. He immediately cancelled several out- 
of-town engagements in order to remain in close touch with 
developments abroad. Meanwhile, various foreign political per- 
sonages were urging that the President throw his moral influ- 
ence into the breach. First among these was M. Léon Blum, 
former Premier of France, who in a signed article in Le Popu- 
laire urged that the President ‘address himself to Europe with 
all the prestige of his person and with all the authority of the 
state whose moral or material support would be finally de- 
cisive in any general war.’’** There were also pleas nearer 
home. In Toronto the Globe and Mail carried a front-page 
editorial calling not for plans but for leadership: ‘There is 
but one man whom the world, if it could speak, would elect 
for the task—President Franklin D. Roosevelt.”** In Wash- 
ington the appeal of M. Blum caused considerable annoyance 
to Senator Borah, ranking Republican member of the Senate 
Committee on Foreign Relations and a confirmed isolationist. 
“It would have been more in harmony,” he said, ‘with that 
national honor so often exemplified in French history had M. 
Blum given his attention to the fact that France has a solemn 
treaty with Czechoslovakia to come to her rescue, and instead 
of advising the United States as to her duty, had advised his 
own people to courageously stand by this treaty.’’*° It did not 


*1 Quoted in New York Times, September 21, 1938. 
42 New York World-Telegram, September 20, 1938. 
48 New York Herald Tribune, September 19, 1938. 
* Tbid., September 19, 1938. 
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seem to occur to the Senator that in criticizing Léon Blum for 
pointing out the “duty” of the United States he himself had 
no better argument than to point out the duty of France. But 
such was the way the democracies of this world had dealt with 
each other for twenty years. 

However, those at home who were fearful of positive action 
by the United States at that juncture were merely borrowing 
trouble. The American contribution went no further than ut- 
terances designed to strengthen the morale of the governments 
opposing Hitler. Beyond this Washington would not then go 
so long as there was no overt act or threat against the United 
States. Yet its underlying concern was great and profound; for 
the balance of power in Europe was being shifted in a way 
which might well have decisive effects on the future trend of 
its foreign policy. 


6. A Week of Tense Nerves 


After gaining the consent of his own Cabinet, of the French 
government, and finally of the government of Czechoslovakia 
to terms which he had every reason to believe would meet the 
demands of Herr Hitler, Mr. Chamberlain prepared to return 
to Germany and work out the final details of his schedule of 
appeasement. On the eve of going, however, his task was com- 
plicated by demands from the Polish and Hungarian govern- 
ments that their minorities in Czechoslovakia should receive 
treatment similar to that accorded to the Sudeten Germans. 
Both Poland and Hungary had moved troops in the direction 
of the districts in which they were interested and had increased 
the scope and intensity of the problem by insisting that their 
claims receive immediate attention. 

Such was the situation on September 22, when Mr. Cham- 
berlain made his second “pilgrimage to Canossa.” Because of 
its somewhat more convenient location, Godesberg-on-the- 
Rhine was selected for the ceremony. Again the Prime Min- 
ister, encouraged by the warm welcome he received from the 
German people in the streets through which he passed, seemed 
to expect the Fuhrer to meet his efforts half way, but once again 
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he was treated to a shock. Herr Hitler refused point blank to 
accept the Anglo-French arrangements for drawing the new 
frontiers and effecting the transfer of territory ‘‘on the ground 
that they were too dilatory and offered too many opportunities 
for further evasion on the part of the Czechs.” He supported 
the claims of Hungary and Poland and refused to join in a 
guarantee of the new Czechoslovakia against aggression or con- 
clude independently a non-aggression pact with that country 
before the demands of the non-German minorities were satisfied. 

The self-appointed arbiter of Europe then put forward his 
own conditions of peace, and at Mr. Chamberlain’s request he 
embodied them in a memorandum, accompanied by a map 
showing the areas to be ceded at once and those in which a 
plebiscite would be held later. His demands covered time as 
well as space; by October 1 the Czech armed forces would 
have to be out of the designated territory and his German 
troops would have to be in it. As Mr. Chamberlain stated later, 
the document was an ultimatum rather than a memorandum. 
“I bitterly reproached the Chancellor,” he said, “for his failure 
to respond in any way to the efforts which I had made to secure 
peace.’’*° Hitler's only reply was to point out that up to the 
moment he had kept his army from marching and that he had 
been generous in offering to Czechoslovakia a very different 
frontier from the one which would result from military con- 
quest. Shocked by such truculence, Great Britain and France 
at once notified the Prague government that they could no 
longer take the responsibility of advising against mobilizing. 
Whereupon President Bene’ proceeded to call all classes of the 
Czech army to the colors. 

The Prime Minister returned to London on September 24, 
deeply depressed and believing that Europe was on the brink 
of war. Hitler's new terms were communicated at once to 
Prague, and on the following day they were rejected as ‘‘abso- 
lutely and unconditionally unacceptable.”** The French Min- 
isters, MM. Daladier and Bonnet, who had been kept fully 


46 Speech of September 28, 1938, Joc. cit., 21-22. 
47 Tbid., 23. 
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informed of these developments, arrived in London on the 25th 
for further conferences, and on the following morning they 
announced that if Czechoslovakia were attacked France would 
observe the treaty obligations and go to her aid. Mr. Chamber- 
lain replied that if as a result of this commitment the French 
became involved in war with Germany, Great Britain would 
“feel obliged to support them.” 

While these discussions were in progress, war preparations 
were speeded up in both England and France. On the 24th the 
French government, which already had half a million men 
under arms, called as many more to the colors. The British 
government began the distribution of gas masks, of which it 
had 35,000,000 in store. London soon feverishly prepared 
against air raids. Trenches were dug in parks and public 
squares, and preparations were made to roof them with sheet 
iron and conceal and insulate them with earth and sod. Hos- 
pitals were made ready to receive and treat air raid victims. 
A first-aid station was even established in the state apartments 
of Buckingham Palace. Public buildings were shielded by sand- 
bags, and the British Museum began to hide its priceless treas- 
ures. Thousands of the inhabitants, hurrying to less exposed 
places, soon congested every means and channel of transporta- 
tion.*® The British Mediterranean fleet, assembled at Alexan- 
dria, was made ready for instant movement, and the anti- 
aircraft units of the Territorial army were called into service. 

During the conversations at Godesberg Herr Hitler had re- 
marked to Mr. Chamberlain that the only difference between 
them “‘lay in the method of carrying out an agreed principle.’’*” 
The Prime Minister as a last effort now sent Sir Horace Wilson 
to Berlin by airplane with a personal letter to the Fuhrer re- 
minding him of this statement and adding: “Surely the tragic 
consequences of a conflict ought not to be incurred over a dif- 
ference of method.”” Mr. Chamberlain desired a settlement by 
negotiation; the Fuhrer seemed to prefer the use of military 


*8 New York Times, September 27, 1938. 
#9 Herr Hitler's words are as Mr. Chamberlain quoted them. Cf. British White 
Paper, Correspondence respecting Czechoslovakia, Cmd. 5847. 
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force even when the substance of virtually all his demands had 
been conceded. At Godesberg he had said that he was inter- 
ested not merely in the recognition of the principle of self- 
determination but also and equally in putting “an end in the 
shortest possible time to the sufferings of the unhappy victims 
of Czech tyranny.’ He therefore rejected Mr. Chamberlain's 
appeal for the immediate resumption of negotiations with Czech 
representatives present.*' Did the Fihrer actually want to 
“blood” his army and his people? Or was he merely so stupid 
that he had failed to understand that there was a “peaceful” 
way to get his pound of flesh? This was the very crisis of the 
crisis; and on that thin thread hung the issue of peace or war. 


7. “For the Sake of Humanity’ 


Within a few hours of the preparation of the note of the 
British Prime Minister another appeal for the continuance of 
negotiations was being drafted in Washington. On Sunday 
evening, September 25, at 6:30 o'clock, President Roosevelt 
conferred briefly with Secretary Hull at the White House. 
Shortly before midnight Mr. Hull returned with the draft of 
a message to Chancellor Hitler and President BeneS. At 12:15 
o'clock the final draft was signed by the President, and im- 
mediately thereafter it was on the cables en route to Berlin 
and Prague.** The message reached Herr Hitler ahead of the 
letter from Mr. Chamberlain. 

“On behalf of the 130 millions of people of the United 
States of America,” said the President, ‘and for the sake of 
humanity everywhere I most earnestly appeal to you not to 
break off negotiations looking to a peaceful, fair and con- 
structive settlement of the questions at issue.” So long as ne- 
gotiations continued differences might be reconciled, but “‘once 
they are broken off reason is banished and force asserts it- 

50 The words are as Mr. Chamberlain quoted them. Cf. British White Paper, 
Correspondence respecting Czechoslovakia, Cmd. 5847. 

51 The French government had already approved this proposal. Cf. Mr. 
Chamberlain's speech of September 28, Joc. cit., 23. 


52 The same message was sent by Secretary Hull on behalf of the President 
to Mr. Chamberlain and M. Daladier. 
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self. And force produces no solution for the future good of 
humanity.” 

The governments of Czechoslovakia, France and Great 
Britain replied promptly and sympathetically to the President’s 
appeal, affirming their agreement with his view that a settle- 
ment could be reached by negotiation. The German press made 
no mention of the message, and Herr Hitler made no reference 
to it in the gross and frenzied attack on the Czechs and their 
President which he delivered at the Berlin Sportspalast on the 
following evening. On the 27th the Fihrer cabled his reply. 
It was a long harangue about “the revolting Czechoslovak 
régime of violence and bloodiest terror,” ending with the 
declaration that “the problem no longer admits of a further 
postponement,” and that it now rested ‘“‘with the Czechoslo- 
vakian government alone to decide whether it wants peace or 
war.'°3 

In many Latin American countries the President's message 
to Hitler met with immediate approval. The heads of seven 
states sent word to Mr. Roosevelt that they supported his posi- 
tion,®** and three—Argentina, Chile and Peru—cabled to Herr 
Hitler and President Bene’, earnestly seconding the President's 
appeal. On the 27th Mr. Roosevelt replied to the lengthy com- 
munication from the German Chancellor with a second plea for 
the continuance of negotiations, pointing out that the immedi- 
ate issue was not one of past errors and injustices but one “of 
the fate of the world today and tomorrow.” Warning that the 
last war did not bring tranquillity, he reiterated his conviction 
that “continued negotiation” was the only mode of settlement 
upon any lasting basis. “Should you agree to a solution in this 
peaceful manner,” he added, “I am convinced that hundreds of 
millions throughout the world would recognize your action as 
an outstanding historic service to all humanity.” 

To this second message the Fiihrer made no reply. Events 
in which he was the principal actor were crowding too thick 


58 For text of President Roosevelt's appeals and of Herr Hitler's reply, cf. 
Appendix, I (4), (c¢), (@). 

* Argentina, Brazil, Colombia, Costa Rica, Cuba, Peru and Uruguay. New 
York Herald Tribune, September 28, 1938. 
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and fast to permit of a further debate by way of the cables. 
Great Britain had just ordered a full mobilization of her navy;*® 
Italy had called up part of her reservists; and Belgium had 
summoned 270,000 men to the colors. But more important 
than any of these moves was Herr Hitler's decision, which he 
announced to Sir Horace Wilson on the morning of the 27th, 
to take “action” the next afternoon at two o’clock. How serious 
a threat this really was was not made known,” but it was suf- 
ficient to cause the British Embassy in Berlin to urge all its 
nationals to leave the country.*® 

Confronted with this new attitude of the Fuhrer, Mr. Cham- 
berlain sent him one last appeal. ‘I feel certain that you can 
get all essentials without war and without delay,” he said, 
and he offered to go to Berlin at once to discuss arrangements 
for the transfer with Herr Hitler and representatives of the 
Czechoslovak government, and also with representatives of 
France and Italy if the Chancellor so desired. At the same time 
Mr. Chamberlain sent a personal message to Signor Mussolini, 
urging him to agree to participate in the conference and to 
exert his influence in inducing the Fuhrer to accept the pro- 
posal. This proved to be a thrice useful idea. It gave to Il Duce 
an opportunity to play a definite part in the world drama; to 
the Fuhrer it offered a way off a bad spot without loss of face; 
and to the British Prime Minister it gave another chance for 
a definitive settlement by negotiation. 

Mr. Chamberlain’s was not the only appeal made to Signor 
Mussolini to use his influence with Herr Hitler. On the evening 
of the 27th, when President Roosevelt sent his second appeal 
to the Fuhrer, he also sent a message to Il Duce through the 
United States Embassy in Rome. It was forwarded to the For- 
eign Office early on the following morning. Neither the text 


55 The statement has been made by informed persons that this mobilization was 
ordered without the Cabinet's knowledge. The authors of this volume do not 
take this statement at face value, but some later historian, seeing this footnote, 
may think the matter worth his investigation. 

56 New York Times, September 28, 1938. 

57 Mr. Chamberlain in his speech of September 28 spoke at first of “‘action” 
and later of “mobilization.” 
58 Armstrong, op. cit., 101. 
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of this message nor that of any reply to it had been published 
when these lines were written, and its possible effect could 
only be a matter of surmise.®® Whether or not it was a decisive 
factor in bringing about Il Duce’s active mediation will doubt- 
less be known some day. In any case, the President’s note was 
already at the Foreign Office when Lord Perth, the British 
Ambassador, called there at 10 a.m. to deliver the note from 
Mr. Chamberlain. Lord Perth called again at noon. Between 
these visits Signor Mussolini instructed his Ambassador in 
Berlin to see Foreign Minister von Ribbentrop at once and 
ask that the “‘action’”” be postponed “for at least 24 hours so 
as to allow Signor Mussolini time to reéxamine the situation 
and endeavor to find a peaceful settlement.’’*° He obtained the 
postponement. In the early afternoon Herr Hitler talked to 
him by telephone and not only agreed to the proposal for a 
conference but invited him to attend it at Munich on the fol- 
lowing day. The Fiihrer stated that invitations had also been 
sent to the British Prime Minister and the French Premier. 
Less than an hour after this conversation between Berlin 
and Rome the British Parliament met in London on summons 
from the Prime Minister, who wished to acquaint the mem- 
bers with the steps which his government had taken in an 
effort to avoid war. In a speech of an hour and a half Mr. 
Chamberlain summarized the diplomatic proceedings of the 
past two months, including the news that the Fihrer had just 
agreed to postpone action for twenty-four hours. Then he 
added: “Whatever views honorable Members may have had 
about Signor Mussolini in the past, I believe that everyone 
will welcome his gesture of being willing to work with us for 
peace in Europe.’®* While Mr. Chamberlain was speaking, 
Herr Hitler’s invitation to the Munich conference was deliv- 
ered to Lord Halifax, the Foreign Minister, who was seated 


°° According to the New York Times of September 29, the official Italian news 
agency, Stefani, stated that the President in his message emphasized the tragic 
consequences war would have for everyone and urged Signor Mussolini to lend 
his aid in effecting a settlement by negotiation. 

®° Mr. Chamberlain's speech, September 28, Joc. cit., 26. 

© Ibid. 
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in the peers’ gallery with other members of the House of Lords. 
As the Prime Minister made the statement quoted above the 
Hitler message was placed in his hands, and after pausing to 
read it, he said: 


That is not all. I have something further to say to the House yet. I 
have now been informed by Herr Hitler that he invites me to meet him 
at Munich tomorrow morning. He has also invited Signor Mussolini and 
M. Daladier. Signor Mussolini has accepted and I have no doubt M. 
Daladier will also accept. I need not say what my answer will be.% 


Rarely has a modern parliamentary body witnessed a more 
dramatic scene than that which followed these words. For 
more than an hour the Prime Minister had recounted nothing 
but a series of thwarted efforts to maintain peace, and as he 
neared the end of his address many of his hearers had given 
up hope that war could be avoided. Then the clouds suddenly 
seemed to part and the sun seemed to break through: a new 
effort at settlement was to be made, and this time four great 
powers would participate. The relief which found expression 
in wild cheers in the House of Commons soon spread around 
the world, and nowhere was there greater evidence of relief 
than in Germany. The condemned in many lands had received 
a stay of sentence almost at the hour of their execution. 

The effect of this sudden change in the outlook was seen at 
once in the world’s markets. The tension of the past days had 
been felt unfavorably in the centers of trade and finance, and 
the prices of commodities, securities and foreign exchange re- 
bounded vigorously as war fears were allayed. Most basic com- 
modities immediately firmed up. On the 28th trading on the 
New York Stock Exchange had been under way less than half 
an hour when Mr. Chamberlain announced that he would go 
to Munich. Opinion turned abruptly bullish, and the losses of 
the previous week were soon canceled. On the following day 
there were similar recoveries in London, Paris and Berlin.®* 
During the preceding week a panic flight of capital from Euro- 
pean centers to New York had demoralized the foreign ex- 


82 Mr. Chamberlain's speech, September 28, Joc. cit. 
®88 Commercial and Financial Chronicle, CXLVII, 1972, October 1, 1938. 
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changes. Sterling had fluctuated more erratically than at any 
time since the World War, and gold had been bought in Lon- 
don in large amounts for shipment to the United States in 
spite of the heavy cost of insurance. The effect on business 
confidence of the Prime Minister’s announcement was seen on 
the following day in a reduction by many underwriters of ap- 
proximately 50 per cent in their war-risk insurance rates.™ 

In Washington, too, there was intense relief that Germany 
was willing to reopen negotiations. An attaché at the White 
House said that the developments were “a great surprise,” and 
several Administration officials expressed the hope that the 
Munich conference would not stop with Czechoslovakia but 
would move on to a broader program which would include the 
limitation of armaments.® The staff at the Department of State 
had been working for days under a heavy strain, not only in 
keeping pace with the hourly developments in European capi- 
tals but in making plans to facilitate the return of the many 
thousands of Americans who were living or traveling abroad. 
Hundreds of tourists were reported to be hurrying from Central 
Europe to seaport cities, and steamship accommodations were 
wholly inadequate for those already in the ports and seeking 
passage home. 

A substantial amount of shipping had been withdrawn from 
service when the war danger seemed most acute. The North 
German Lloyd liner Europa, which on September 28 had been 
heading for New York with over 1100 passengers (mostly 
Americans), suddenly turned about while in the English Chan- 
nel and raced back to Bremerhaven, leaving hundreds stranded 
at Southampton and Cherbourg with their tickets in their hands. 
The Cunard White Star liner Aguitania, scheduled to sail for 
the United States within a few days, was told to “‘stand by” 
until further notice. German ships in American ports were or- 
dered to hurry home without picking up passengers and cargo. 
And the sailing dates of several American passenger ships 
bound for Europe were advanced in order to remove Americans 


®4 Commercial and Financial Chronicle, CXLVII, 1980, October 1, 1938. 
®5 New York Herald Tribune, September 29, 1938. 
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from a possible war zone at the earliest practical moment. So 
great was the confusion that the Department of State urged 
Americans not to leave for Europe unless it was absolutely nec- 
essary for them to do so.** To those who had reached middle 
age or beyond, all this was uncomfortably reminiscent of Au- 
gust, 1914. But the tension passed almost as quickly as it had 
come, and within twenty-four hours after being invoked emer- 


gency measures were being relaxed and conditions were revert- 
ing to normal. 


8. Capitulation at Munich 


It was in this atmosphere of easing tension that the heads 
of four great European states came together at Munich on 
September 29. The better feeling was manifested by the crowds 
on the streets through which the Ministers rode to and from 
their conferences, and it is possible that the high officials may 
have become infected with some of the new spirit. At any rate, 
the negotiations were conducted with dispatch and apparently 
with none of the acrimony which had characterized the conver- 
sations between Prime Minister and Fiihrer at Berchtesgaden 
and Godesberg.™ 

Shortly before midnight on the 29th all the details of what 
was later to be known as the Munich Accord had been agreed 
upon, and about an hour later the document was signed. It is 
not intended to go into the details of this agreement here; its 
general effect is sufficiently known, and it has already been 
made the subject of special studies.°* This book is concerned 
only with those provisions of the agreement which bore upon 
the world situation and thus affected in some way the foreign 
relations of the United States. In brief, Herr Hitler obtained 


66 New York Times, September 28, 30; New York Herald Tribune, Sep- 
tember 29, 1938. 

67 On the day before Munich, M. Francois-Poncet, the French Ambassador in 
Berlin, had talked with Hitler and found him very genial, and was reported 
to have said to the Italian Ambassador, ‘‘He is a changed man.” New York Times, 
October 31, 1938. 

®8 Cf. Armstrong, op. cit.; Elizabeth Wiskemann, “Czechs and Germans after 
Munich,” Foreign Affairs, XVII, 291-304, January, 1939; Graham Hutton, 
Survey after Munich; Vera Micheles Dean, of. cit., G. E. R. Gedye, Betrayal in 
Central Europe. 
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the substance of practically everything he had demanded at 
Godesberg, but the methods prescribed for obtaining it were a 
degree milder than those which he had proposed. At the elev- 
enth hour he made an ironical concession to the squeamishness 
of others. He had insisted on the occupation of the entire evacu- 
ated area by German troops on October 1; instead, only the 
symbolic occupation of a small zone was to take place on that 
date and the remainder was to be occupied in successive stages 
up to October ro. The demands of Poland and Hungary, which 
Hitler had championed, were left open for ninety days for a 
direct settlement, if possible, by the countries concerned. 

Czechoslovakia did not participate in the negotiations which 
so vitally affected her national existence. The Czech Minister to 
Berlin and an official of the Prague Foreign Office arrived late 
in the day, but their sole function was to receive reports of what 
the “Big Four’ had decided and to transmit this information 
to their government. The pressure at Prague was terrific. As 
early as 6:30 o'clock on the morning after the signing of the 
accord the German chargé d'affaires at Prague called on the 
Czech Foreign Minister to discuss the execution of the agree- 
ment. The British Minister followed to pay his respects and 
to make it clear that Mr. Chamberlain wanted to know by noon 
whether Czechoslovakia would accept its terms. To these de- 
mands of open enemies and disinterested friends the Prague 
government yielded under protest, saying that there was no 
other possible course for it to follow. 

Before returning to London the British Prime Minister had 
another conference with the Fiihrer and the two signed a brief 
declaration, too simple and informal to be regarded as a treaty, 
which stated that the Accord and the Anglo-German Naval 
Agreement were “symbolic of the desire of our two peoples 
never to go to war with one another again.” It expressed a re- 
solve to settle other questions arising between the two countries 
by consultation and to continue with efforts “to remove possible 
sources of difference and thus to contribute to assure the peace 


69 Negotiated in 1935. Cf. The United States in World Affairs, 1934-35, 235- 
238. 
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of Europe.” Munich, therefore, was expected to mark the be- 
ginning of a new era in Anglo-German relations, and perhaps 
in the international relations of Europe. The Prime Minister 
would now be able to take home not merely a patched-up 
quarrel but a commitment to approach all future difficulties by 
the avenue of consultation. “Peace for our time” he called it. 
The Fiihrer had already given assurances to all contiguous 
neighbors in the West of the inviolability of their territory. 
“Let no one doubt our sincerity,” said he; “it is our sacred 
will.” 

There were many who rejoiced for a brief period in the con- 
fident hope that this was the beginning of a general European 
settlement. But soon afterward, when they heard the statesmen 
who had recently resolved to fight no more announcing pro- 
grams for more intensive armament, their hopes began to slip. 
In the same speech before Parliament in which he defended his 
course at Munich Mr. Chamberlain stated that plans for Brit- 
ain’s defense would be pushed as never before. Herr Hitler, in 
turn, ten days after Munich, announced that his defense prepara- 
tions would be accelerated; and three days later the French gov- 
ernment took steps to obtain still larger military appropriations. 

When at the end of 1938 the Munich Accord was viewed at 
unavoidably close range, it appeared that while Mr. Chamber- 
lain had gained his one and only point in arranging a bloodless 
surrender by Czechoslovakia, Herr Hitler had gained about 
everything else. When the smoke had cleared away there stood 
the Fiihrer at the head of the potentially strongest power in 
Europe. The Czech Republic, once virile, splendidly armed and 
magnificently fortified—a salient against the German Drang 
nach Osten—had ceased to be a military factor, and what was 
left of it appeared doomed to become a satellite of the Reich. 
Soviet Russia had been pried away from her Western alliances 
and stood aloof in her uncertain might. The small nations of 
Southeastern Europe were now skeptical of British and French 
protection; they had to consider, like Great Britain and France, 
whether they should not make a separate ‘“‘peace’”’ with the ad- 
vancing dictatorships. For many began to believe that at Munich 
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Herr Hitler had taken his first step in a drive toward the long- 
coveted Ukraine and the Black Sea. 

The Munich Accord appeared to weaken Great Britain and 
France in almost the same proportion that it strengthened Ger- 
many and her allies. In Palestine the Arabs, abetted by Nazi 
agents, started an insurrection which threatened British prestige 
in the Near East and on the road to India. In the Far East Japan 
launched a drive against Canton which jeopardized the British 
position at Hong Kong.” In Italy there was agitation for the ac- 
quisition of Tunisia from France, with Corsica, Nice and Savoy 
thrown in for the sake of emphasizing the clamor. The demand 
by minority groups for self-determination became almost an epi- 
demic. Even Mr. de Valera, the Prime Minister of Eire, called 
for a plebiscite in parts of Northern Ireland in the hope of 
adding British territory to his Republic. In Southwest Africa 
there was agitation for a vote on the question of a return of 
the colony to the Reich. And both France and Great Britain re- 
called with distress Herr Hitler’s warning that in due course he 
would present his claims for colonies. 

But the repercussions of Munich went far beyond the con- 
fines of the interests of European nations. In the words of one 
of the most distinguished students of international affairs, the 
events of September, 1938, marked “‘a turning point not only in 
British history but in world history too.’ For the first time in 
a century and more Great Britain had bowed before the chal- 
lenge of force. Her fall from primacy in Europe would mean 
the end of the Pax Britannica under which the people of the 
United States had been born and reared and which through 
several generations they had come to take for granted. British 
naval power and diplomatic prestige had enabled the United 
States to support two of the basic principles of her foreign pol- 
icy—the Monroe Doctrine in the Western Hemisphere and the 
Open Door in the Far East—with a minimum of effort and 
cost. Because of Munich—or more accurately because of Hitler 
—the position of the United States in world affairs now had to 


70 Cf. Chapter XI. 
71 Arnold J. Toynbee, “A Turning Point in History,” Foreign Affairs, XVII, 
305, January, 1939. 
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be reconsidered, greater armaments had to be provided, rela- 
tions with South American countries had to be clarified and 
strengthened, and the whole attitude of the American people 
toward their stake in the Far East and their responsibilities in 
that area had to be examined afresh. 
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CHAPTER FOUR 


FUGITIVES FROM INJUSTICE 


By THE annexation of Austria and the absorption of the Sude- 
tenland the new Germany fully regained the power and pres- 
tige which the old Germany had lost in the Great War and in 
the peace which followed. Her former colonies had not been 
won back; but she had worked herself into a position to acquire 
political and economic dependencies to the eastward on the 
continent of Europe. Overseas possessions had never been a 
source of profit to her in time of peace, and it had been proved 
that, without a navy superior to Great Britain’s, her colonies 
could send her neither troops nor raw materials in time of war. 
Germany's navy still fell far short of pre-war standard; but she 
now possessed a fleet of ships of the air that terrified London 
and Paris. As a factor in continental power politics her position 
was as strong and as threatening as it was in 1914. 

There was one point of prestige, however, which had not 
been cleared up to the satisfaction of the people of the New 
Reich—the charge, lodged in the Treaty of Versailles, that 
Germany had been solely responsible for the outbreak of the 
Great War. Since this clause had been introduced into the terms 
of peace for no other purpose than to provide a legal basis for 
an unlimited reparations bill, it might well have been washed 
out along with reparations themselves, at the Lausanne Con- 
ference in 1932. But this was not done. And to this day a régime 
and a people schooled for a greater war than the last one, seem 
to resent the imputation that the conflict which began in 1914 
was “made in Germany.” 

This is curious. It suggests a vestigial trace of sensitiveness 
to international opinion. It suggests that in some corner of the 
philosophy of the totalitarian state there is a preference to 
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enjoy the “decent opinion of mankind.” And it is all the more 
curious in view of the fact that, with a crescendo characteristic 
of the new Reich, a program of brutal, organized and cowardly 
persecution has been pursued for five years, reaching such di- 
mensions in 1938 that it can never be expunged from the per- 
manent record of the history of man’s inhumanity to man. For 
though the life of individual Jews may be shortened by starva- 
tion and the lash, the racial memory goes on, and in the age- 
long process of the Dispersion of the Tribes, it retells its story, 
generation after generation, in the uttermost parts of the earth. 


1. Wandering Jews—and Gentiles 


Someone has said that the World War produced a new kind 
of human being, best described as the Stateless Man. Between 
1918 and 1938 approximately four million people were forced 
to give up their homes and get out of the country in which they 
were living. It is true that mass emigrations of political and 
religious refugees have taken place in every period of history, 
but never until our own time has this recurring problem devel- 
oped on such a scale, in so brief a period, and with so many 
political complications. Special circumstances make the situation 
almost unbearably acute. For within this present generation free 
migration has been drastically restricted for the first time since 
the Middle Ages. Hundreds of thousands of men, women and 
children have suddenly discovered that they cannot stir a foot 
in flight from oppressive conditions until they have received the 
consent of the state which they want to leave and the consent 
of the state they want to go to—and that for one reason or an- 
other, these two consents cannot both be obtained. 

In the year preceding the World War the United States ad- 
mitted 1,218,000 immigrants from all parts of the world; in 
1938 only 154,000 were admissible under the quota system. Yet 
through these narrowing gates, and notably from the totali- 
tarian countries, there had been coming in recent years all sorts 
and conditions of men with their families—scientists, artists, 
writers, teachers, physicians, lawyers, former government ofh- 
cials and business men. Among them were Liberals and Radi- 








90 THE UNITED STATES IN WORLD AFFAIRS 


cals; Jews, Catholics, Protestants and Freethinkers. In spite of 
the diversity of their callings and creeds they had one charac- 
teristic in common: they had been proscribed in their own lands 
because of race, religion or politics.’ 

But while the American people had received into their midst 
a certain number of victims of the brutalities practised abroad, 
they had done so with increasing reluctance. This is a hard say- 
ing but it is undeniably true. There was a gradual and general 
closing of the gates not only in the rest of the world but in the 
“sweet land of liberty” as well. Young countries with sparse 
populations no longer welcomed new settlers as they once did, 
since with the shrinkage of world trade there was not enough 
work for those who were already on the land, and immigrants 
might only serve to swell the ranks of the unemployed. World 
population was losing its former fluidity; and this was happen- 
ing at a time when nationalism was receiving a new emphasis, 
especially in the totalitarian states, where it attained such fan- 
tastic influence as to threaten the wholesale expulsion of all 
non-conforming elements. 

Although the refugee problem reached an acute state in 
1938, it had persisted in Central and Eastern Europe in varying 
degrees of gravity for twenty years. The destructive effects of 
the war and the subsequent changes in government organiza- 
tion and in boundaries had uprooted many thousands of people 
in Russia, Bulgaria, Greece, Turkey and Armenia and had sorely 
taxed the resources of the voluntary organizations which were 
seeking to cope with the situation. In 1921, at the request of 
the International Red Cross and other philanthropic associa- 
tions, the League of Nations appointed Dr. Fridtjof Nansen, 
the explorer, as a High Commissioner to supervise the work 
being done for the Russian refugees. His mandate was later 
extended to include Armenians, Turks and Assyrians.? From 
then onward the League maintained a close and continuous 
connection with the activities of organizations interested in the 


1A few others came as propagandists and as spies. Their activities in the 
United States in 1938 are described in Appendix I (e). 

2 Sir John Hope Simpson, Refugees—Preliminary Report of a Survey, 7-72; 
Encyclopaedia of the Social Sciences, XII, 16; XIII, 202. 
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welfare of refugees. Except in one or two isolated instances it 
did not supply relief itself, but it aided several of the smaller 
European states to raise funds and it acted at various times as 
agent for the distribution of food and clothing. 

Before 1933 the League had confined its operations to Russia 
and the Near East. In that year Hitler came into power in 
Germany and launched a systematic campaign to drive the Jews 
from public office and from important positions in private busi- 
ness. As a not-unhoped-for result many of them began to leave 
the country. At the same time large numbers of Germans who 
were not Jews, but who had been prominent in their opposition 
to the National Socialist movement, fled over the border to 
avoid prison and labor camps. Their plight was promptly 
brought to the attention of the League Assembly, with the re- 
sult that an office of High Commissioner for German Refugees 
was created, and Mr. James G. McDonald, an American, was 
appointed to this position. Mr. McDonald served for two years, 
trying mainly to assist the resettlement of those who had mi- 
grated from Germany. In this period his organization found 
homes for some 65,000 “‘stateless men,” but in spite of this 
labor the problems became more serious. When he resigned in 
1935 Mr. McDonald expressed the opinion that the situation 
would grow worse rather than better and he urged that steps 
be taken toward removing the causes as well as treating the 
symptoms. There was, in fact, no agency in Geneva or elsewhere 
authorized to deal with the matter of political and racial exiles 
in a comprehensive way.* 


2. An All-Aryan Germany 


At the end of 1937, four years after his accession to power, 
the Chancellor and Reichsfiihrer could look back with his own 
peculiar brand of satisfaction on the results of his efforts to 
obliterate the Jewish community in Germany. In that short time 
130,000 Jews had left the Reich, whereof some 40,000 had gone 
to Palestine and some 20,000 had found a stopping-place in the 


3Cf. Dorothy Thompson, Refugees—Anarchy or Organization, 9-10; P. W. 
Wilson, “Refugee Aid Problem Grows More Complex,” New York Times, 
May 1, 1938. 
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United States. Since the emigrants were mostly from the 
younger groups, the birth-rate of Jews in Germany was falling 
below the death-rate, with the result that their number was 
decreasing from natural causes as well as by the migrations. 
The economic state of those who stayed behind was becoming 
more and more serious. 

Following their exclusion from the political life of the 
Reich, the Jews were being slowly squeezed from its economic 
life as well. At the beginning of 1938 over a fourth of them 
were in need of relief. The younger men found it virtually im- 
possible to obtain vocational training in workshops or fac- 
tories. The number of occupations from which they were de- 
barred was steadily increasing, and even when they were 
allowed to remain in business they were sometimes restricted 
to dealings with their own people. Their booksellers, for ex- 
ample, were permitted to sell only Jewish books and only to 
Jewish customers. In some respects they were able to assist 
one another. Through the work of their central organization, 
the Reichvertretung der Juden in Deutschland, large numbers of 
Jews received relief, jobs, vocational training and aid in leav- 
ing the country. Funds for this purpose were contributed by 
Jewish bodies both inside and outside of Germany, and expen- 
ditures through the central agency in 1937 were reckoned at 
$1,800,000. The entire contribution by German Jews for the 
aid of their compatriots since the beginning of the Nazi perse- 
cutions was estimated at $10,000,000." 


3. International Action 


The Anschluss which in March, 1938, made Austria a part of 
Greater Germany, brought with it a new threat to Austrian 
Jews, Catholics and anti-Nazis. In what was renamed the 
“Ostmark,” brown-shirted storm-troopers were soon repeating 
the outrages long familiar to residents of German cities. There 
was no doubt that the German government intended also to 
liquidate the Jewish community in the annexed territory.” The 


* Manchester Guardian Weekly, May 13, 1938. 
5 Cf. Economist (London), CX XXII, 442, September 3, 1938. 
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American consulate in Vienna was besieged by prospective emi- 
grants seeking visas—a hopeless situation since a large part of 
them did not have the money to pay their passage nor could 
they have met the admission requirements of the United States 
government. 

In the meantime some of the bordering countries had hastily 
closed their frontiers to prevent the influx of a horde of public 
charges. Other countries of Europe which formerly had been 
liberal in granting asylum to political exiles now found it ex- 
pedient to put up the bars. Because of a cyclical recession in 
business, unemployment was increasing and a new wave of 
immigration was not desired. Moreover, Hitler’s recent trucu- 
lence toward Austria had made some of Germany’s smaller 
neighbors, notably Belgium and the Netherlands, hesitate about 
harboring many of his unwanted people lest their charity evoke 
some vicious manifestation of his displeasure. As a result, the 
actual exodus from Austria was small in spite of the frenzied 
efforts of the persecuted to get out. 

The task confronting the League agencies and the various 
private philanthropic organizations was clearly beyond their 
capacity to deal with on the scale which the situation now de- 
manded. The problem was no simple matter of Christian good 
will. Its solution called for joint action on the part of many 
nations and the exercise of the highest qualities of statesman- 
ship. The world looked to the United States to take the lead, 
and not unnaturally because, with the exception of Palestine, 
this country had been the chief goal of the refugees from 
Europe.® On March 24, therefore, just eleven days after An- 
schluss was formally proclaimed at Vienna, the Department of 
State in Washington announced that Secretary Hull had in- 
vited a number of European governments and the governments 
of all the Latin American republics to join in setting up a special 
committee to facilitate “the emigration of political refugees 


® After 1936 the stream of German immigration into Palestine began to 
shrink, and that to the American continents began to increase. Of the emi- 
grants with known destination leaving Germany in 1937, 15.5 per cent went 
to Palestine, 34.9 per cent to the United States, and 17.5 per cent to the coun- 
tries of South America. Sir John Hope Simpson, of. cit., 62. 
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from Austria and presumably from Germany.” It was stated 
that although the members of the committee would be desig- 
nated by the codperating governments, the necessary financing 
would be undertaken by private organizations; that no country 
would be expected to raise its prevailing immigration quota, 
and that there was no intention of interfering with the work 
already being done “by any existing international agency”— 
that is, the League.’ 

So far as the United States was concerned, there was certainly 
no immediate need of increasing the existing quotas for Austria 
and Germany. For the fiscal year ending June 30, 1938, they 
amounted together to 27,370, but up to February 1 only 9,417 
had been admitted, leaving the door open for nearly 18,000 
more arrivals during the ensuing four months.’ It was not be- 
cause of the unwillingness of the oppressed groups to emigrate 
that the United States quotas for Germany and Austria were 
unfilled. Prospective emigrants were required to satisfy the 
American consular authorities abroad that they would not be- 
come public charges in their new homes, and the Nazi govern- 
ment’s restrictions on the removal from the country of any of 
their money or other assets made it exceedingly difficult for 
many of them to comply with this requirement, unless they were 
assisted by private philanthropy. In 1933 emigrants from Ger- 
many were allowed to take 75 per cent of the value of their 
property with them; later the proportion was reduced to 15 
per cent, and in 1938 it was further reduced to 5 per cent. It 
thus becomes clear why the Department of State in its invita- 
tion to other governments emphasized the need of financing the 
movement. It is also clear why the financing would have to be 
done by private agencies, for if foreign governments were to 
assist the “internal enemies of the Third Reich” in their efforts 
to escape, unpleasant diplomatic complications might follow. 

With the exception of Italy, all the governments invited to 
join in the creation of an international committee accepted the 


7 Appendix II (4). 
®The total German and Austrian immigration for the fiscal year ending 
June 30, 1938, was 17,868, of whom 11,917 were Jews. 
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invitation. No doubt the Italian government was embarrassed 
by being asked to codperate in aiding the outcasts of its partner 
in the Rome-Berlin axis, and it notified Ambassador Phillips 
that it would have to be excused in view of its known and defi- 
nite attitude in both internal and international policy.’ Austrian 
refugees thus far had shown no pronounced inclination to emi- 
grate to Italy and swap a Nazi yoke for one of Fascist design, . 
but they suddenly might; and since the Number One Jew- 
baiter himself was planning to visit Italy within a few weeks’ 
Signor Mussolini would hardly wish to be seen receiving him 
with one hand and his Austrian victims with the other."* 

Hitler’s influence appeared in other places where it was less 
expected. The United States government had suggested that 
the first meeting of the international committee be held in 
Switzerland in convenient reach of the capitals of the European 
countries invited to participate, but the Swiss government, 
mindful of Nazi neighbors, declined the honor and suggested 
that “it would be preferable for the conference to meet in some 
other country where the situation is more suitable to the special 
problems which will be discussed.”’” The place finally chosen 
was Evian-les-Bains in France. British officials at first appeared 
to be lukewarm to the whole idea. They were already sidling 
toward a policy of appeasement in their relations with the to- 
talitarian powers, and the proposal might be construed as an 
attempt to create a united front against the dictators. Their 
misgivings were increased when President Roosevelt stated at 
a press conference that the plans in view would apply to refu- 
gees from Italy, Spain and the Soviet Union as well as to those 
from Germany and Austria. 

In spite of these setbacks the conference managed to meet at 
Evian on July 6, 1938, with delegates from thirty-two govern- 
ments, including the British, in attendance. The American rep- 
resentative, Mr. Myron C. Taylor, was elected President in 
recognition of the initiative of the United States in calling the 


® Department of State, Press Releases, XVIII, 429, April 2, 1938. 

10 Cf. Chapter II. 

11 New York Herald Tribune, March 26, 30, 1938. 

12 Department of State, Press Releases, XVIII, 481, April 16, 1938. 
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meeting.’* The conference faced the task of devising machinery 
for a planned and directed movement of refugees over a period 
of years. In his opening speech Mr. Taylor said that because of 
the magnitude and complexity of the problem little more could 
be done just then than to create and set this machinery in mo- 
tion and correlate its operation with the work of Geneva. He 
thus advocated a permanent organization detached from the 
League agencies but complementary to them.’* By suggesting 
that the znitial meeting should confine its attention to the emi- 
gration of refugees from Germany he seemed to imply that the 
scope of operations might be broadened later, presumably along 
the lines already suggested by President Roosevelt. 

Lord Winterton, in presenting the British point of view, was 
much more conservative. He preferred to make the new organi- 
zation a part of the refugee system of the League and thus 
avoid duplication, and he thought that it should confine itself 
to facilitating emigration from Germany and Austria. He also 
emphasized the limited extent to which Great Britain and her 
colonies could codperate in providing permanent homes for 
immigrants, but he hoped that the colonies might be able to 
play at least a minor part in solving the problem. There could 
be no solution, however, unless the states of origin of the refu- 
gees contributed their share, since the receiving countries could 
not continuously absorb large numbers of people deprived of 
their means.”° 

On behalf of France, Senator Bérenger cited the fact that 
his nation had already received more than 200,000 refugees and 
had “reached, if not already passed, the extreme point of satura- 
tion”; but unlike the British spokesman, he did not mention the 
settlement possibilities in his country’s extensive colonial pos- 


18 At the time of appointing Mr. Taylor, President Roosevelt also appointed 
an American Advisory Committee, as follows: James G. McDonald (Chairman), 
Hamilton Fish Armstrong, Paul Baerwald, Bernard M. Baruch, the Rev. Samuel 
Cavert, Joseph P. Chamberlain, Basil Harris, Louis Kenedy, the Most Rev. 
Joseph F. Rummel, James M. Speers, Rabbi Stephen S. Wise. 

As special assistants to Mr. Taylor, the Department of State designated two 
of its staff who were especially familiar with immigration questions, Messrs. 
Robert Pell and George Brandt. 

14 Department of State, Press Releases, XIX, 19-21, July 9, 1938. 

1 Times (London), July 7, 1938. 
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sessions.’® Delegates of several other governments assured the 
conference that they were unable to take in any appreciable 
number of immigrants, while at the same time they professed 
the deepest sympathy with the humanitarian purposes of the 
meeting. A number of countries which were thought by others 
to offer special opportunities to immigrants, notably Argentina, 
Australia, Brazil and Canada, pleaded unemployment or geo- 
graphical drawbacks or the desire for racial homogeneity as 
obstacles to a more liberal immigration policy. The Australian 
spokesman frankly stated that his nation wished to preserve its 
Anglo-Saxon characteristics. The Argentine delegate declared 
that his country had already received more than twice as many 
German refugees as had all the rest of South America, and half 
as many again as had been received in the United States. It was 
his opinion that a still further influx would be economically 
harmful.’* The spokesman for Brazil went no further than an 
intimation that the state of Sio Paulo “might” accept some 
agricultural workers, while the Canadian representative pointed 
out that the persistence of serious unemployment made it im- 
possible for the Dominion to absorb many immigrants. Bel- 
gium and the Netherlands had already admitted a considerable 
number of refugees from Germany, and they told the confer- 
ence that they could do nothing more except to provide tem- 
porary asylum. Both these countries had colonies, but they were 
deemed to be too deep in the tropics to be suitable for white 
settlement.’® 

The reluctance of large and sparsely settled countries to 
accept emigrants caused no little disappointment, especially to 
the representatives of some forty voluntary organizations who 
were in attendance with numerous plans and programs, and 
whose expectations of results in some instances had been un- 


16 New York Times, July 7, 1938. 

17On July 28, two weeks after the adjournment of the Evian conference, 
the Argentine government issued a decree, effective October 1, imposing new 
restrictions on immigrants with the purpose of excluding cheap industrial labor 
and giving preference to farmers with sufficient resources to establish them- 
selves independently. New York Times, July 30, 1938. 

18 New York Herald Tribune, July 8, 1938. 
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duly sanguine.’® Among the governments which seemed most 
willing to accept immigrants in substantial numbers were Co- 
lombia, the Dominican Republic, Mexico and Peru. They were 
generally disposed, however, to welcome only agricultural labor, 
whereas the refugees were drawn mainly from urban popu- 
lations.”° 

The first days of the conference teemed with expressions of 
good intentions but with little else. The effective handling of 
the problem involved two major undertakings: first, to find 
suitable places to which the refugees could go, and secondly, to 
provide them with the means of travel and settlement. As for 
part one, little progress was made; instead of declaring their 
doors open, most of the delegates offered excuses for barring 
and bolting them. Part two, it was felt, required some conces- 
sion of a codperative sort from Germany. The German restric- 
tions on the removal of assets from the country were intended 
ptimarily to protect the exchange value of the currency, but 
they were likewise a bar to the departure of the groups of 
which the Nazi government wished to be rid. Instead of easing 
these restrictions, however, and facilitating emigration, the 
German authorities insisted that the receiving states should 
liberalize their immigration laws and admit immigrants without 
funds or financial sponsors. Germany thus proposed to take away 
both the nationality and the property of hundreds of thousands 
of her citizens and force them, destitute and penniless, on other 
states which were to bear the cost of giving them a new start 
while Germans pocketed the wealth they left behind. 

The need of inducing the German government to modify this 
policy was one of the reasons why the United States delegation 
insisted that the new international machinery should be inde- 
pendent of the League; for it was believed that the prejudice 

19 A special subcommittee was appointed to hear the recommendations of 
these various organizations. It reported that “the moving stories told disclosed 
a great human tragedy which called for early amelioration and challenged the 
conference to early codperative action to that end.’ Times (London), July 11, 
7 Ee Mexico stipulated later that the immigrants must be eligible and willing 


to marry Indian women, and thus presumably speed the progress of their own 
assimilation. Cf. Nation, CXLVII, 495, November 12, 1938. 
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of the Reich against the League and all its works might prove 
a handicap in the negotiations if there were any link to Geneva. 
Furthermore, a connection of this kind might arouse the oppo- 
sition of isolationists in the United States and hamper American 
collaboration. Again, the recent manifestations of anti-Semitism 
in Poland and Rumania pointed to the possibility that these 
countries might some day create their own refugee problems, 
and in that case it would probably be easier and certainly less 
embarrassing to deal with them through an independent agency, 
since they were themselves members of the League. On this 
question the American view finally prevailed. But the other 
suggestion that the operations be extended to refugees wher- 
ever found was not acceptable to Great Britain and France. 
They were afraid that Italian sensibilities might be offended. 
In a spirit of friendly compromise, therefore, the United States 
delegation agreed that the work be limited to refugees from 
Germany and Austria. 

On July 14 the program was formally adopted. The new or- 
ganization was to be known as the Intergovernmental Com- 
mittee on Political Refugees. It was to establish headquarters in 
London and to meet there on August 3, 1938. The mem- 
bership would be composed of representatives of those govern- 
ments which participated in the Evian conference and which 
desired to continue their connection with the work. The imme- 
diate task before the committee was to open negotiations with 
the German government for the purpose of improving “the 
conditions of exodus” and developing a system of orderly emi- 
gration. The conduct of the negotiations was to be undertaken 
by a director chosen by the committee and acting under its 
supervision.”* 

The conference had done well to overcome its initial difficul- 
ties. Britain’s attitude at the outset reflected a feeling on the 
part of her colonies and Dominions that they really did not want 
any settlers from Germany and Austria. And in London itself 
organizations of physicians and dentists had vigorously pro- 


21 For text of the conference resolution, cf. Department of State, Press Releases, 
XIX, 35-36, July 16, 1938. 
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tested against the licensing of refugee members of their pro- 
fession for practice in the United Kingdom.” But the British 
position changed before the end of the sessions. The tone of 
Lord Winterton’s address at the end was more codperative than 
at the beginning, and his government readily consented to hav- 
ing the committee’s office in London after the French govern- 
ment had demurred to having it in Paris. As to France, some 
observers thought that her delegation was more interested in 
the possible political advantages of the conference than in the 
plight of the refugees. They thought they noticed a tendency 
to play up the significance of democratic collaboration in deal- 
ing with a problem of Central Europe. In fact, there was some 
apprehension that the frequent reiteration of the theme of 
Anglo-American-French solidarity would produce an unfavor- 
able reaction in both Germany and the United States.”* 

The permanent committee at its meeting in London on 
August 3, with twenty-seven nations represented, took up the 
work where the Evian conference had left off. Lord Winterton 
was made permanent Chairman, and vice-chairmanships fell to 
the representatives of Brazil, France, the Netherlands and the 
United States. Mr. Taylor accepted the assignment for the 
United States, and another American, Mr. George Rublee of 
Washington, was appointed Director. During the interval be- 
tween the meetings specialists from the Department of State 
who had served with the American delegation at Evian had 
made further studies of the refugee situation, and their results 
were presented by Mr. Taylor. The estimate showed that over 
660,000 persons in Greater Germany would have to find homes 
elsewhere.** This was 150,000 higher than any previous figure. 
Even then it did not include persons over fifty years of age nor 
“potential” refugees from other Central and Southern European 
countries, but it included other victims of Nazi intolerance as 
well as Jews. Mr. Taylor showed that if immigration from 


22 New York Herald Tribune, July 8; New York Times, July 31, 1938. 

23 New York Times, New York Herald Tribune, July 16, 1938. 

24Of this number approximately 300,000 were Jews, 285,000 were “non- 
Aryan” Christians, disqualified by part-Jewish ancestry, and 75,000 were Cath- 
olics suffering persecution. 
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Greater Germany continued at the 1938 rate, it would take 
sixteen years to get these people resettled in other lands, and 
he urged that steps be taken to complete the work in five years’ 
time. To do this, he said, it would be necessary to get the Ger- 
man government to allow refugees to remove their property, 
get the “countries of temporary refuge” like France and the 
Netherlands to provide training to fit the refugees for their 
new homes, and get the codperation of the ‘‘countries of settle- 
ment,” where the refugees would finally be received.” To pro- 
mote this all-around effort was the task confronting Mr. Rublee 
after the meeting adjourned. 

Meanwhile the United States Embassy and Consulate in 
Berlin were besieged by Jewish physicians seeking visas, for 
by a decree issued the day before the meetings began their 
licenses were terminated, to take effect on September 30. Land- 
lords were ordered to cancel all leases of offices, dispensaries 
and dwellings of the victims of this decree—an action which, 
incidentally, seemed to be carefully timed to defy the Inter- 
governmental Committee. Physicians and surgeons of interna- 
tional reputation stood in line for hours only to discover that 
the visas already granted would fill the American quota for the 
next two years.*° The pressure on Jews and anti-Nazis since 
the Anschluss had by now increased the exodus to the United 
States to its legal limit. 

On all sides the situation grew worse. As the German “purge” 
intensified, the neighboring countries became more and more 
reluctant to alleviate it. Indeed, Czechoslovakia threatened to 
send some hundreds of Austrians back across the border, while 
Switzerland tried to check the influx of refugees into her terri- 
tory by warning that those already there would be sent back 
if any more came. And Finland, though by no means crowded 
with Austrian immigrants, decided to place an embargo on 
further arrivals.” 


25 New York Times, August 5, 1938. 

°6 Tbid., August 8; Economist (London), CXXXII, 318, August 13, 1938; 
New York Herald Tribune, August 29, 1938. 

27 New York Times, August 18; New York Herald Tribune, August 20, 29, 
1938. 
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On August 28 it was learned that Mr. Rublee had not yet 
succeeded in opening negotiations with the German govern- 
ment. It was said that the Nazi officials had decided to let him 
cool his heels in London as a way of showing their displeasure 
at a recent address by President Roosevelt which ‘contained 
severe attacks against the Reich.”** The reference was evi- 
dently to a speech made at Kingston, Ontario, on August 18, in 
which the President paid his respects to “undemocratic regi- 
mentation,” “misery inflicted on helpless peoples,” and similar 
phenomena. No names were mentioned, but the Germans ap- 
parently assumed that they themselves were meant. In any event, 
three months went by before Mr. Rublee was invited to Berlin. 


4. Speeding the Exodus 


In the meantime came Hitler’s occupation of the Sudetenland 
and with it another exodus of refugees from the newly Ger- 
manized territory. Nazi storm-troopers came in the wake of the 
army, and the story of what had been done in Austria was re- 
peated. Hundreds of dispossessed and persecuted Jews fled to 
the new Czechoslovak frontier, but there they were debarred 
because they were legally citizens of the Reich and because they 
were without means of support. Not daring to turn back, they 
lived in ditches and under hedges in the no-man’s-land between 
the German and Czech armies. 

Germany had no exclusive patent on this form of cruelty. 
Her new ally, Italy, had also adopted anti-Semitism as an in- 
strument of national policy. Until 1938 the Fascist movement 
in Italy had shown no anti-Jewish tendencies. Many Jews had 
held high places in the government and were ardent admirers 
of Signor Mussolini. But after the establishment of the Rome- 
Berlin axis a change set in. The Fascist leaders knew that many 
Jews who were loyal to Il Duce would not be able to stomach 
his alliance with Hitler and they accordingly made plans for 
a considerable number of expulsions. A decree of September 12 
forbade non-Italian Jews to fix their permanent residence in 
Italy, and ordered those who had entered the country since 


28 New York Herald Tribune, August 19, 1938. 
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January 1, 1919, to leave within six months. On the following 
day all Jews, native as well as foreign, were barred from the 
teaching profession and from admission to all institutions of 
learning recognized by the state. 

These restrictions brought a firm protest from Ambassador 
Phillips to protect the interests of several hundred Jewish citi- 
zens of the United States residing in Italy. The Italian govern- 
ment was reminded that its thousands of nationals in the United 
States enjoyed the same commercial, civil and religious rights 
as those accorded to American citizens, and that it was in order 
to accord similar treatment to American citizens lawfully re- 
siding in Italy.*® 

The reply of the Italian government on October 17 was eva- 
sive. It stated that American Jews would not be treated less 
favorably than other foreign Jews and called attention to im- 
portant exceptions which had been decided upon since the 
receipt of the American note and especially to the creation of 
a commission for the examination of individual cases.*° This 
was hardly a promise of fair treatment. For the “exceptions” 
referred to in the reply exempted from expulsion only foreign 
Jews over sixty-five years of age or already married to Italians, 
and consequently did not greatly mitigate the severity of the 
decree. Unlike the full-blooded anti-Semitism of the Nazis, 
however, the Italian version exhibited traces of decency. The 
families of Italian Jews with honorable records in Italy’s wars 
or in service with the Fascist party were freed from all dis- 
crimination except that of segregation in their own schools. 
Jews dismissed from the government service were to be pen- 
sioned instead of being cast adrift,** and even those who were 
destined for expulsion as foreigners might be permitted to enter 
certain zones of Ethiopia, for the significant purpose of ‘“de- 
flecting Jewish immigration from Palestine.’ 


29 Department of State, Press Releases, XIX, 250-251, October 8, 1938. 

80 Tbid., 278, October 22, 1938. 

81 New York Times, October 7, 1938. 

82 Earlier in the year the Italian government had assured the British that they 
would not carry on anti-British radio propaganda in Arabic. This agreement, 
however, did not seem to prevent the Italians from currying favor with the Arabs 
by persecuting their enemies, the Jews. 
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Italian Jews who did not belong to the specially exempted 
classes were treated much more harshly. They could not hold 
title to more than 124 acres of land, own or manage a business 
with more than roo employees, enlist in the army, join the 
Fascist party, or marry “Aryan” Italians. In New York a group 
of Jewish citizens quietly raised a fund to ameliorate the hard- 
ships which they foresaw for their people in Italy, and at their 
suggestion Justice Cotillo of the State Supreme Court, a well- 
known political leader of Italian descent, agreed to use his in- 
fluence with the Fascist leaders. In a cable to Signor Mussolini 
Justice Cotillo urged a modification of the edicts in order to 
keep unimpaired the “friendly contact between Italians and 
Jews in America.’’ He also reminded Il Duce that there was 
“serious talk of boycotting Italy in our great city of New York,” 
and that “the millions of Italian origin here crave the preserva- 
tion of present friendly Italo-American relations.”** 

In the United States Mussolini’s adoption of Hitler’s tactics 
evoked more disgust than indignation. His performance seemed 
like a piece of huge and hurtful horseplay. It affected fewer 
people than did the outrages in the Reich, and it lacked the 
authentic touch of fanaticism. The country which really vied 
with Germany in cruelty to the Jews was Poland. Near the end 
of October, 1938, when the stream of refugees from Germany 
was at flood stage, the Polish government suddenly issued a new 
regulation, to become effective on the 30th, under which the 
holders of Polish passports issued outside the country could not 
return without a special permit. The German authorities as- 
sumed that the government at Warsaw was attempting to pre- 
vent them from expelling Polish Jews, and they immediately 
undertook to deport as many as possible before the new regu- 
lation went into effect. Accordingly, on the night of October 27 
they rounded up some 20,000 Polish nationals, mostly Jews— 
about a third of the total number in the country—packed them 
on trains and began to move them back to the country from 
which they had already fled in fear. About 8,000 were dumped 
at the frontier without funds and with no provision for their 
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comfort. Suddenly the operation was suspended, for Poland, 
being no novice at this kind of game, had begun to retaliate by 
arresting Germans and getting ready to do a bit of dumping on 
her own account. Confronted with this practical argument, the 
Nazi leaders decided to call a halt and to adjust the matter by 
negotiation.** 

The cold inhumanity of this episode—the wholesale cruelty 
of human beings to each other—revealed all too plainly the ex- 
tremes to which nationalism and racialism could go. Only a few 
days before these events Pope Pius XI had sent a message to the 
National Eucharistic Congress then in session in New Orleans. 
“Scarcely can we refrain from tears,”’ said he, ‘“when we behold 
the eternal majesty of God Himself set aside and outraged, or 
with unspeakable wickedness held up, as an enemy, to reviling 
or execration.”” And the multitude, hearing these words come 
over the air, wasted little time wondering whether His Holiness 
could possibly be talking about Nazi Germany. 


5. Heil Himmler! 


In November the leaders of the Reich seized another oppor- 
tunity to show the world what they could do with their sadistic 
talents. In Paris a seventeen-year-old youth, a Jewish refugee 
from Poland, made desperate by the sufferings which his par- 
ents had been compelled to endure, went to the German Em- 
bassy and shot the first official he chanced to meet. His victim 
was Ernst vom Rath, Third Secretary of the Embassy, who died 
on November 9, three days later. 

The interval between the attack on this official and his death 
was used by the government-directed Nazi press to stir up a 
veritable frenzy of anti-Semitism, with the result that on No- 
vember 10 Germany let loose on a nation-wide man-hunt. Help- 
less and inoffensive Jews were plundered, beaten and tortured 
for something they knew nothing about and could have done 
nothing to prevent. Jewish shops were looted and wrecked. 
Synagogues were burned down. The German police, headed by 


34 New York Times, October 28; Economist (London), CX XXIII, 260, No- 
vember 5, 1938. 
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Herr Heinrich Himmler, made no effort to stop the outrages; 
instead, they arrested thousands of the miserable Jews them- 
selves and rushed them off to prison or labor camps. And Dr. 
Goebbels, the Minister of Propaganda and Enlightenment, 
blessed the pogrom as a manifestation of the “healthy instincts” 
of the German people. 

On November 13 the Berlin government committed the 
crowning act of injustice by imposing a fine of a billion marks 
(about $420,000,000) upon German Jews collectively for the 
murder of vom Rath. In addition special assessments were 
levied against wealthy individuals. On succeeding days came 
more decrees and orders designed to remove the Jews still 
farther from German life. They were barred from universities 
and high schools and were excluded from various lines of busi- 
ness. The possession by a Jew of a weapon of any kind entailed 
a penalty of twenty years’ imprisonment.*° On December 3, the 
“day of national solidarity,” they were forbidden to leave their 
dwellings between noon and 8 p.m.** “Jews have no share in 
the solidarity of the German people” was the reason given in 
the official order.** 

The German government further emphasized the idea of 
“racial purification” by instituting the beginnings of a new and 
greater ghetto, more oppressive, according to the London Times, 
“than those conceived in the Middle Ages.’”** The mediaeval 
Jew as a rule enjoyed freedom of movement until the ringing 
of curfew, but in Berlin he was to be restricted to certain quar- 
ters at all times. This city set the example for others in the 
Reich by debarring Jews from all theatres, cinemas, night clubs, 
public concerts and lectures, museums, exhibitions, skating 
rinks and bathing establishments. They were forbidden to set 
foot in the Wilhelmstrasse, where most of the government 


85 Frankfurter Zeitung, November 11, 1938. 

86 On the “day of national solidarity” the leading men of the Reich appear on 
the streets and salicit contributions for winter relief. The custom was inaugurated 
during Hitler's first year as Chancellor. Cf. Frankfurter Zeitung, November 30, 
1938. 

87 Juden haben an der Solidaritat des deutschen Volkes keinen Anteil.” Ibid. 

88 Times (London), December 5, 1938. 
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offices were situated, and if summoned to appear in one of 
these offices they were first required to obtain a police permit. 

They were also barred from many residential sections of the 
capital, and those already domiciled in these areas were advised 
to seek accommodations in districts to be designated as Jewish 
quarters. These restrictions were local, to be adopted by other 
cities or not as they saw fit. But there were others of the same 
character which applied to the whole of Greater Germany. For 
example, Herr Himmler himself, reeking with ‘‘solidarity,” 
made the day memorable by issuing an order, to wit: 


(1) For reasons of general security and for the protection of the 
public I forbid, henceforward, all Jews of German nationality living in 
Germany to drive motor-vehicles of any kind, and hereby withdraw 
their driving permits. 

(2) Jews of German nationality living in Germany are prohibited 
from owning passenger motor-cars and motor-cycles (with or without 
side-cars). A further decree will apply to commercial vehicles.*® 


It was the purpose of the Nazi régime not only to deny the 
Jewish people the everyday comforts and pleasures of modern 
civilization but also to separate them from all control of eco- 
nomic operations. By a series of decrees they were barred from 
operating retail shops and mail-order houses and from serving 
as Managers or assistant managers in industrial establishments. 
On December 14 Mr. Prentiss Gilbert, the United States chargé 
d’affaires in Berlin, pointedly intimated that the United States 
government would expect that its citizens would “not be dis- 
criminated against in Germany on account of race or creed” 
and that they would not be subjected to decrees ‘‘arbitrarily 
dividing them into special classes and subjecting them to dif- 
ferential treatment on the basis of such classification.’”*° This 
was not the first time, nor even the second nor the third within 
the space of seven months, that the attention of the German 
government had been directed to this matter in formal com- 
munications.*' But though there were rumors afloat in Wash- 
ington that the government was exploring the possibilities of 


89 Frankfurter Zeitung, December 5, 1938. 
4° Department of State, Press Releases, XIX, 450-451, December 17, 1938. 
41 [bid., XVIII, 576-577, May 14, 1938. 
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some form of retaliation, for the time being it stayed its hand. 
However, in a state court in Philadelphia the presiding judge 
did a little retaliating all by himself when he refused to allow 
part of a trust fund to be transmitted to claimants in Germany. 
He ruled that since money belonging to American beneficiaries 
was not allowed to leave the Reich he did not think it fair and 
proper to transfer funds from the United States to Germany. 
“If my decision is not supported by law,” he said, “then we 
should have remedial legislation, and this is as good a way to 
get it as I know.’’** Whether sound law or not, this was at 
least the kind of talk to which Nazis might be expected to 
listen. Perhaps it was only a coincidence, but three days after 
this opinion was delivered Dr. Hans Thomsen, the German 
chargé d'affaires in Washington, called at the Department of 
State to give assurances that the inheritance claims of United 
States citizens to estates of persons deceased in Germany would 
be paid in full.** 

This was the first and only pledge obtained from the Reich 
during the year to grant reciprocal treatment as between na- 
tionals of the two countries. It is to be noted, however, that 
this pledge was not directly concerned with the Jewish ques- 
tion. When the United States government complained to Berlin 
of discrimination against American citizens because of creed or 
race, the invariable reply was that the special measures applied 
to American citizens were likewise applied to citizens of the 
Reich.** There was no disputing this fact, but the attempt to 
justify a few injustices with the argument that they were part 
of a nation-wide program of persecution only served to increase 
the tension in German-American relations. 


6. The Reaction against Germany 


In the United States the German attack on the Jews after 
the assassination of Herr vom Rath evoked horror and indig- 
nation. No foreign incident since the sinking of the Lusitania 
had stirred popular feeling so deeply. At a press conference 


42 New York Times, December 21, 1938. 


*8 Department of State, Press Releases, XIX, 466, December 24, 1938. 
** Ibid., XX, 14, January 14, 1939. 
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President Roosevelt very accurately expressed the sentiment of 
the nation when he said: “I myself could scarcely believe that 
such things could occur in a twentieth century civilization.’’*” 
He then announced that Mr. Hugh Wilson, the Ambassador 
to Germany, had been called to Washington to give a “‘first- 
hand picture.” Thus rebuked, the German government three 
days later ordered home its Washington Ambassador, Dr. Hans 
Dieckhoff, to explain “the singular (e/genartig) attitude” of 
the United States. 

On November 14 six distinguished American leaders of vari- 
ous political and religious faiths joined in a nation-wide radio 
broadcast, protesting Germany's persecution of minorities. The 
speakers were former President Hoover, former Governor Al- 
fred M. Landon, the Republican presidential candidate in 1936, 
Harold L. Ickes, Secretary of the Interior, Senator King of 
Utah, President Gannon of Fordham University, and Bishop 
Hughes of the Methodist Episcopal Church. Mr. Hoover's ad- 
dress attracted especial attention both because of his former 
high position and because of his sympathetic helpfulness to 
Germany during her post-war difficulties. He maintained that 
Americans had “more than a usual right amongst nations of 
the world to make this protest,” because it was they who had 
obtained food for Germany after the Armistice, supported her 
through years of financial distress, lightened her reparations 
burden and saved her whole financial structure. It was not the 
German people, he said, who instigated these horrors, but “‘the 
Nazi oppressors” under whom the German people were living 
and who were “bringing to Germany moral isolation from the 
entire world.’’*® 

Thus both the present and the former head of the nation 
spoke, and in words of condemnation such as are rarely heard 
when leading citizens of one country speak of another in times 
of peace. Many thoughtful people in the United States were 
asking whether it would be possible after such outrages ever to 
develop normal relations between their country and the Nazi 


*5 Cf. Appendix II (a). 
#6 New York Times, November 15, 1938. 
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régime. Others went farther, wondering whether such relations 
were desirable with those German leaders whose conduct over 
a short span of years had merited the everlasting condemnation 
of mankind. 

The top men in the Nazi state were not supposed to worry 
much about adverse public opinion, least of all in far-away 
America. But they were soon to discover that to ignore public 
sentiment in democratic countries nearer home was likely to 
cost them something. For the British and French statesmen who 
had been laboring to appease Germany now found that the 
greatest obstacle in their path had been put up by the Reich 
itself. The Fuhrer had repeatedly stated that his only issue with 
Great Britain was that of the return of the former German 
colonies,** and immediately after Munich there were the first 
stirrings of a movement to settle this question by ceding some 
African territory to Germany. But after the memorable Novem- 
ber pogrom any public discussion of this proposal by British 
political leaders became impossible for the time being. Indeed, 
the whole program of European appeasement through conces- 
sions to Germany was likely to disintegrate unless Hitler could 
be persuaded to cease his Jew-baiting, or unless the Jews could 
be moved at once in large numbers from the Reich. The first of 
these alternatives was beyond the range of probability; the pos- 
sibility of the second was at least worth exploring. 

The immediate practical question was, where could the Jews 
go? Germany's near neighbors were providing temporary shel- 
ter for large numbers, most of whom had visas for the United 
States and were awaiting their turn under quotas which were 
filled with prospective immigrants for months ahead. There 
was some effort in the United States to induce the government 
to liberalize the system by giving German refugees the benefit 
of the unused quotas of other countries.** The Administration, 
however, made no move to open the gates wider. The unem- 
ployment situation was still acute and the arrival of more im- 
migrants would have aroused resentment among the native- 


47 Cf. Chapter III. 
*8Cf. New Republic, XCVII, 60, November 23, 1938. 
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born without jobs. Also it might have played into the hands of 
a few rabble-rousers who were already trying to sow the seeds 
of anti-Semitism. The Administration, however, did permit the 
indefinite extension of ‘‘visitors’ visas” held by some 10,000 to 
15,000 German refugees and in this way it virtually increased 
the quota for the current year. 

Washington was reported to be collaborating with Great 
Britain at long distance on a wholly different plan. Ambassador 
Kennedy, it was stated, had approached Prime Minister Cham- 
berlain with a suggestion for the wholesale resettlement of 
refugees in British colonies in Africa and South America.” At 
any rate, the British government, anxious to avoid any estrange- 
ment in its relations with Germany through a prolongation of 
the persecutions of Jews, was favorable to the plan. On Novem- 
ber 21, Mr. Chamberlain told the House of Commons that there 
were probable opportunities for large-scale settlement in the 
former German colony of Tanganyika and the highlands of 
British Guiana, and that there were prospects for smaller col- 
onies in Northern Rhodesia, Kenya and Nyasaland. If the 
surveys in British Guiana proved promising the government 
would lease 10,000 square miles on generous terms. The Prime 
Minister stated that before making these proposals he had been 
assured that a fund of $100,000,000 would be raised by private 
citizens and organizations if suitable territory could be offered 
for settlement.*° 

The November outbursts in Germany had changed the whole 
mode of approach to the refugee problem. At the Evian confer- 
ence four months previously no one seemed to think that large- 
scale emigration and mass settlements were feasible. But the 
Intergovernmental Committee had been studying the matter 
closely through its London office and was now convinced that 
this was the only practical method of effecting the movement 
of any large group of Jews from the Reich. What had already 
been done in Palestine by pioneering effort would need to be 

49 New York Times, November 16, 1938. 


0 Parliamentary Debates, House of Commons, CCCXLI, 1313-1315, Novem- 
ber 21, 1938; Times (London), New York Times, November 22, 1938. 
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tried elsewhere. The total cost of resettlement in accordance 
with this plan was estimated by Mr. Rublee at $600,000,000.™ 
By a strange turn of the wheel, Tanganyika, the colony which 
many believed might have been regained by Germany had she 
not misbehaved so flagrantly, was now discussed as a home for 
those whom the Nazis seemed most to despise. But the German 
press raised its voice at the very suggestion of such an arrange- 
ment and proclaimed that no Jews would be allowed to emigrate 
if the former German colonies were their destination.” 

In the meantime German foreign trade was languishing. The 
system of bartering goods for goods, country by country, was 
not working as well as it once did, and the new wave of per- 
secutions had strengthened the boycott against German products. 
The annexation of Austria was in itself sufficient to wipe out 
Germany's favorable trade balance of the year before, but the 
deficit was swelled by the boycott of her exports and by her 
large imports of war materials. The Reich was also feeling the 
loss of Jewish talent for commercial enterprise. Standards of 
living were declining, and the economic situation as a whole 
was far from reassuring. In fact it was suggested in some quar- 
ters that the billion-mark fine imposed on the Jews in November 
indicated a desperate fiscal situation quite as much as it indi- 
cated a desire to avenge the death of Herr vom Rath. 


7. How Germany Would Help 


Another move, seemingly due to unfavorable economic con- 
ditions in the Reich, was made near the middle of December, 
when Dr. Hjalmar Schacht, President of the Reichsbank, went 
to London on what was officially designated as a private visit to 
his friend Montagu Norman, Governor of the Bank of Eng- 
land. During this visit Dr. Schacht conferred with Mr. Rublee, 
who after months of waiting was now able to establish contact 
with a high official of the German government. Among the 
several items on Dr. Schacht’s agenda which were designed to 
ease the economic stress and strain in his country was a plan 


51 New York Times, November 18, 1938. 
52 New York Herald Tribune, November 22, 1938. 
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for dealing with the refugees. In its essence the scheme, as 
divulged piecemeal through the press, appeared to be simple. 
The refugees could not leave Germany without funds readily 
convertible into the currency of the countries of their destina- 
tion; and reichsmarks, not being readily convertible, would not 
serve this purpose. To facilitate emigration, therefore, Germany 
must have a larger supply of foreign exchange, and this could 
be obtained only by the sale of more of her goods abroad. That 
was the crux of the whole matter—and also the joker in the 
deck. 

The plan as outlined called for the pooling of all the capital 
supplies left by the refugees in Germany and the pledging of 
this property as security for an international loan. The proceeds 
of the loan, presumably to be obtained largely from foreign 
Jews, would be used in aiding refugees to leave the country 
and settle in new homes. The loan would be serviced and grad- 
ually repaid from the proceeds of ‘‘additional German exports,” 
for which foreign countries would be expected to provide the 
markets. “Additional” exports meant a surplus over a fixed 
standard; if in any year there should be no surplus, payments 
on the loan would be suspended.”* 

It was said in behalf of the proposal that it followed the 
system employed successfully in financing the emigration of 
German Jews to Palestine. There was, however, one essential 
difference: the new scheme did not depend merely upon the sale 
of German goods in countries where the emigrants were going, 
as the Palestine plan did, but upon a substantial increase in Ger- 
many’s fotal exports and its constant maintenance. So far as 
could be ascertained from the sketchy outline given to the press, 
the refugees would be able to withdraw the value of only a 
fraction of their property from Germany and the actual amount 
would depend on the degree of increase in Germany’s exports. 
In effect, every refugee would be “put on the spot” to sell the 
products of the Reich and to aid in bolstering up a régime 


°8 Times (London), December 21, 22; New York Times, December 13, 17, 
20, 25; New York Herald Tribune, December 13, 16, 17, 27, 1938. 
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which had confiscated his property and driven him from the 
country. 

Had the proposals been elaborated and clarified, the public 
reaction to them might have been more favorable, but as pre- 
sented they created the impression that the Nazi officials had 
devised a plan to break the boycott and move the Jews out of 
the country in a single operation. It was not denied that Ger- 
many’s lack of foreign exchange was an obstacle to the move- 
ment of the refugees, but the suggested remedy seemed to point 
to an intensification of the economic regimentation which had 
already been so disturbing to the world economy. At any rate, 
this was a most unpropitious time to ask the great commercial 
powers to buy more German goods. During the week of Dr. 
Schacht’s visit the British Parliament was considering an export 
credits bill designed to “fight Germany at her own game” in 
competing for trade in Central Europe and Latin America.” 
Only a month before the Schacht visit the United States, Great 
Britain and Canada had signed reciprocal trade agreements 
which tended to remove these countries still farther from the 
German zones of mechanized trade. 

However, the proposal regarding refugees was held open as 
a basis for further discussion. On December 20 Mr. Rublee was 
invited to Berlin for a more extended conference, and there the 
matter rested at the end of the year. It then appeared that 
progress in the negotiations would depend on Germany’s ability 
to convince those anxious to help that she was not seeking 
merely to promote her own economic advantage but was gen- 
uinely interested in collaborating with the Intergovernmental 
Committee in arranging an orderly and humane emigration of 
Jews from the Reich.” 

*# The government was authorized to increase the export credit fund, used to 
insure foreign trade, from 50,000,000 to 75,000,000 pounds and to employ an 


additional 10,000,000 pounds as a “fighting fund’’ to safeguard firms incurring 
risks in getting trade valuable to Great Britain but not justifiable as a private 
business risk. 

*©In February, 1939, Germany offered large-scale codperation for the first 
time. On the 13th of that month the new proposals were laid before a meeting 
of the Intergovernmental Committee in London, and the prospects of a work- 
able arrangement were slightly improved. 
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8. German-American Relations 


Nothing affected relations between the United States and 
Germany so much in 1938 as the Nazi persecution of the Jews. 
Toward the end of the year the feeling between the two coun- 
tries became deeply embittered. Not since the days of ruthless 
submarine warfare a generation before had the tension been so 
great. Mistreatment of the Jews, however, was only one count 
in the popular indictment. The people of the United States did 
not approve a dictatorial form of government even when it 
observed its international obligations and pursued a benevolent 
domestic policy. And when in both foreign and domestic affairs 
it supplanted law with force, broke treaties, trampled the rights 
of weaker neighbors, and terrorized minorities among its own 
nationals, friendship was no longer possible and even tolerance 
was under a strain. 

This strain was particularly apparent in Washington around 
Christmas time. On December 18 Secretary Ickes delivered an 
address in Cleveland in which he criticized two distinguished 
American citizens—Henry Ford and Colonel Lindbergh—for 
accepting an award of the German Eagle from Herr Hitler. 
“How can any American,” he asked, ‘‘accept a decoration at the 
hand of a brutal dictator who, with that same hand, is robbing 
and torturing thousands of fellow human beings?” This was the 
same Mr. Ickes who had won the resentment of German official- 
dom by his veto of sales of helium gas to the Reich;°* and in 
Berlin’s view this speech seemed to be the last straw. Dr. Thom- 
sen, the chargé d’affaires in Washington, was thereupon ordered 
to make a formal protest and ask for “‘an official expression of 
regret.” 

Instead of getting an apology the German diplomat got 
something of a shock. Secretary Hull was absent as a delegate 
to the Pan American Conference in Lima, but the Acting Secre- 
tary of State, Mr. Sumner Welles, filled his shoes to overflow- 
ing. He listened to the complaint and then informed Dr. Thom- 
sen that he was “unwilling to accept the protest.” Any criticism 

58 See Chapter V. 
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which Mr. Ickes made of Americans who accepted German 
decorations was a domestic matter, he said, and could not be 
discussed with any foreign representative. And as to criticisms 
of policies pursued by the German government, the chargé must 
surely have realized that its recent policies “had shocked and 
confounded public opinion in the United States more pro- 
foundly than anything that had taken place in many decades.” 

Mr. Welles then did some protesting of his own. The com- 
plaint, said he, came with singular ill grace, since the German 
press, which was completely under government dictation, had 
made direct and unjustifiable attacks upon the President of the 
United States and members of his Cabinet. So long as these 
persisted Germany had no right to voice objections to the speech 
of the Secretary of the Interior. Dr. Thomsen said that there 
was a difference between criticisms in newspapers and criticisms 
uttered by a member of the Cabinet. In reply Mr. Welles called 
attention to recent remarks made by high German officials 
derogatory to President Woodrow Wilson, whose memory was 
still revered by the American people. He added that such at- 
tacks had been deeply resented in this country. He concluded 
the interview by making it clear that so long as attacks against 
American officials continued in Germany, something of the same 
character might be expected to continue in the United States. 

Mr. Welles had set the stamp of approval on what the Secre- 
tary of the Interior had said. President Roosevelt thereupon 
proceeded to put the prestige of his office behind both of them. 
For that evening he departed from his usual custom and from 
the traditional practice of the White House. When the Chief 
Executive is in Washington it is not his habit, except in rare 
cases, to dine away from his official home. On the night follow- 
ing the protest visit of the German chargé to the Department 
of State, Mr. Roosevelt made a characteristic departure from 
routine. He was driven to the country to dine with a friend, and 
as the newspapers of the United States announced in great head- 
lines the next day, that friend was Harold Ickes. 

Nonetheless, in spite of condemnation expressed in extreme 
form by the very highest officials of the United States govern- 
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ment, there were no signs at the end of 1938 that the German 
Reich or any of the other neighboring Jew-baiting countries 
would change their policy in any important respect. These pas- 
sionate denunciations by high officials were perfectly under- 
standable as manifestations of outraged human nature; but it 
was hard to figure out just what practical purpose they hoped 
to accomplish. The one important thing that the people of the 
United States could do to alleviate the condition of European 
Jews was to open up the American immigration quotas; but 
there seemed to be little or no prospect of help along this line. 
A popular poll indicated that more than 80 per cent of the 
voters would oppose any effort to enlarge the immigration 
quotas.*’ Here, in the last analysis, was the: acid test of the 
willingness of the American people to “implement” their prot- 
estations with an act commensurate with the suffering. 

It is arguable, also, that an external barrage of words against 
policies which any country regards as internal only serves to 
solidify sentiment within the country which is denounced. 
Owing to the formal and informal censorships in the Reich it 
was impossible to judge what the impact of President Roose- 
velt’s words and those of the Secretary of the Interior had been. 
Some evidence smuggled its way out to the effect that the Hitler 
régime at home had been weakened by these attacks. But no 
serious sign of a real rift appeared. Indeed, in spite of all wish- 
ful thinking to the contrary, there was plenty of proof of unity, 
purpose, power and a will to dominate the continent of Europe 
in the highest German circles—a combination of imponderables 
which hung poised like an avalanche over the peace of the 
world. 

57 A poll taken by the magazine Fortune (March, 1939) indicated that 83 
per cent of the people of the United States would vote against “a bill to open 


the doors of the United States to a larger number of European refugees than 
are now admitted under the quota.” 
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CHAPTER FIVE 
ARMAMENTS UNLIMITED 


ALTHOUGH the Munich Accord was advertised as the harbinger 
of what Mr. Chamberlain called “peace for our time,” it was 
at once followed by increased preparations for what others 
called ‘‘the next war.” And no national leaders were more active 
in pushing these preparations than those grim statesmen who 
had come to terms at midnight in the Fihrerhaus. An arma- 
ments race, recognized as such, had already been under way 
among the great powers for two years and more,’ but after 
Munich the participants redoubled their efforts. Armageddon 
had been circumvented, at least for a time, by giving Herr 
Hitler what he demanded, but it was still the dark rendezvous. 
And the people who for a few short hours had been relieved of 
the tension of war, found themselves on the “‘cold gray dawn 
of the morning after” back again at the blast furnaces and on 
the assembly lines producing the instruments of destruction as 
per schedule. For Hitler had other demands to put forward; so 
had Mussolini; and when the next showdown came there might 
not be another Austria or Czechoslovakia to offer as a vicarious 
sacrifice on the altar of appeasement. 


1. Ploughshares into Swords 


From 1930 to the beginning of 1938 the world had spent 
something like $50,000,000,000 in order to be ready for war. 
And this in spite of the fact that during part of this period 
there were treaty limitations on naval building and on Ger- 
many’s rearming. Even as early as 1929, when these restrictions 
were in full effect, and when peace was by no means a fantasy, 
the drain on government treasuries was dangerously large. But 

1Cf. The United States in World Affairs, 1936, 89-108; 1937, 61-87. 
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it was only a small fraction of what was to follow. With the 
failure of the Disarmament Conference in 1932-1934 to attain 
substantial results, with the resumption of arming by Germany 
in 1935, and with the termination of the Washington Naval 
Treaty through the action of Japan at the end of 1936, the pace 
of military preparation was steadily stepped up. By 1934 the 
world was converting $5,000,000,000 a year into more and 
better fighting material; by 1937 the figure had risen to 
$12,000,000,000, and in 1938 it reached approximately $15,- 
000,000,000,” or nearly four times as much as in the years 
immediately preceding the World War. 

Approximately four-fifths of this huge outlay represented ex- 
penditures by the seven strongest military powers—the United 
States, Great Britain, Germany, France, Italy, the Soviet Union 
and Japan. In order to multiply their implements of offensive 
and defensive policy they were consuming a considerable part 
of their capital resources which would otherwise have gone into 
productive enterprise and the social services. Not one of these 
seven greatest nations on earth was able to balance its budget 
in 1938. To some of them the cost of rearmament had already 
brought economic dislocation, an impairment of living stand- 
ards, and increasing government interference with private busi- 
ness. Great Britain in 1938 was estimated to be spending 7 per 
cent of her national income for war materials; Italy was spend- 
ing 8.5 per cent, France 14.5 per cent, and Germany 16 per cent. 
For Soviet Russia and Japan, where national incomes were rela- 
tively the lowest, the proportions going into military outlays 
were estimated as high as 4o per cent.* Such figures are only 
rough approximations; for the most part, the ordinary civilian 
had no possible way of finding out what his government was 


2 Estimates through 1936 appear in the Armaments Year-Book, published 
by the League of Nations. The figure given above for 1937 represents an esti- 
mate made by the compilers of that volume but not published in it. The esti- 
mate for 1938 is tentative and unofficial. See articles by Hanson W. Baldwin in 
New York Times, January 23 and August 21, 1938. All the figures given above 
are believed to err on the side of conservatism. More liberal estimates by Wil- 
liam T. Stone in “Economic Consequences of Rearmament,” Foreign Policy Re- 
ports, XIV, 158, October 1, 1938, indicate expenditures of $15,500,000,000 in 
1937 and $17,600,000,000 in 1938. 

8 William T. Stone, op. cit. 
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spending. But even if statistics were available they would fail 
to reveal the final cost reckoned in terms of curtailed consump- 
tion and the unproductive use of human and material resources. 


2. The United States Prepares 


Long before the Austrian Anschluss and the Munich Accord 
every thoughtful citizen in the United States knew that his 
country was making extensive preparations against a possible 
war. Whether the conflict would come soon or late, or whether 
the enemy would be European or Asiatic, or both, no one had 
the slightest idea. There were times when it seemed as if the 
government were arming against Japan, and there were other 
times when the greatest threat seemed to be offered by the dic- 
tator states of Europe. But in the back of people’s minds there 
was a consciousness of the weakening sense of moral obligation 
on the part of certain governments and the increasing dom- 
inance of force as the ultimate make-weight in international 
relations; and with this came a vague realization of the need to 
be ready to defend one’s country and the things for which it 
stood. 

President Roosevelt voiced the prevailing sentiment in his 
message at the opening of Congress on January 3, 1938, when 
he said: “We must keep ourselves adequately strong in self- 
defense. . . . There is a trend in the world away from the ob- 
servance of both the letter and the spirit of treaties. We propose 
to observe, as we have in the past, our own treaty obligations; 
but we cannot be certain of reciprocity on the part of others.” 
In his budget message, presented to Congress two days later, 
he fixed the total allotment for defense during the fiscal year 
ending June 30, 1938, at $957,000,000, an increase of 8 per cent 
over the preceding year. The estimate for the year ending June 
30, 1939, he put at $991,000,000, but he was careful to add 
that he might have to ask for additional appropriations later. 

In recent years the United States naval building program had 
been based on the Vinson-Trammell Act of 1934, which was 
designed to bring the fleet up to the limits fixed by the treaties 
of 1922 and 1930. It had been planned to attain this limit by 
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1940 and to keep within it, but under the terms of the act addi- 
tional new construction could be brought into being by the 
replacement of over-age tonnage. It would have been possible, 
for example, to lay down thirteen new battleships within the 
next four years, all within the framework of the act, but since 
the replacements were not mandatory it was not certain that the 
total authorized tonnage would be built. The law merely au- 
thorized a program of gradual expansion up to a fixed maxi- 
mum tonnage, and the progress of this work would depend on 
the willingness of Congress year by year to appropriate the 
necessary funds. 

Early in 1938 Congress was quite ready to convert this paper 
program into steel realities. The naval bill appropriating 
$547,000,000 for expenditure during the fiscal year 1938-1939, 
was promptly passed by the House on January 21 with only 
fifteen dissenting votes. Although the amount was the largest 
since that for 1920-1921, just before the Washington Naval 
Conference, it was only one more step in the execution of what 
had already been authorized, and therefore represented no in- 
novation in naval policy. In the Senate the bill was quickly re- 
ported from the Appropriations Committee with only minor 
amendments, but a filibuster over another measure delayed its 
passage until March 30. It was then adopted without a record 
vote. It took a few weeks to smooth out the differences between 
the Senate and House versions, but the final text was signed by 
the President on April 25.4 

In enacting this measure Congress was still keeping within 
the quantitative limits fixed by the Washington and London 
Naval Treaties of 1922 and 1930, although these limits were 
no longer binding because of the lapse of one treaty and the 
denunciation of the other by Japan.* But this was not the whole 
of the story. Great Britain had already launched a comprehen- 
sive program of new construction, and the Administration in 
Washington, after much deliberation, reached the conclusion 


* Congressional Record, Seventy-fifth Congress, Third Session (daily edition), 


881, 1223, 1478, 7284, 7419, 7581. 
5 Cf. The United States in World Affairs, 1936, 30-34; 1937, 61-87. 
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that it was desirable to advance another step and build beyond 
the limits fixed by the obsolete treaties. Accordingly, on Jan- 
uary 28, exactly a week after the House had passed the naval 
appropriation bill for the ensuing year and before the Senate 
had even considered it, Mr. Roosevelt submitted a second mes- 
sage to Congress asking for an increase of 20 per cent in the 
existing authorizations. His new plan not only expanded con- 
struction but sought to speed it up by providing for the prompt 
laying down of two more battleships and two more cruisers. 
Since two battleships were already building and two more were 
included in the pending naval appropriation bill, the total num- 
ber contemplated for immediate construction was raised to six. 
The President also made special recommendations concerning 
the building of several light ships for experimental purposes, 
the procurement of larger ammunition stocks, anti-aircraft 
equipment and fabricating tools for munitions factories, and 
the maintenance of an army enlisted reserve. He anticipated one 
possible objection to his program by urging legislation to pre- 
vent war-profiteering and to equalize war burdens. It was esti- 
mated that his additional proposals would eventually cost the 
nation about $800,000,000, but very little of this money would 
be required in the ensuing fiscal year; in fact, the billion-dollar 
expenditure for the army and navy already before Congress 
would not be appreciably increased. The big costs would come 
later. 

The familiar slogan of “a navy second to none,” uttered so 
often by the advocates of greater preparedness, was now for- 
mally proclaimed as a government policy. Mr. Roosevelt’s sup- 
plementary message set the limits for the United States navy for 
the first time beyond those previously fixed by international 
agreements, and thus marked one more step in the passing of 
the post-war arrangements for collective security. “As Com- 
mander-in-Chief of the army and navy,” the President said, “‘it 
is my constitutional duty to report to Congress that our national 
defense is, in the light of the increasing armaments of other 
nations, inadequate for the purposes of national security and 
requires increase for that reason.” He reviewed past efforts of 
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the United States to encourage disarmament and pointed out 
that notwithstanding what had been done, rearming was pro- 
ceeding at an alarming rate and that “at least one-fourth of the 
world’s population is engaged in a merciless and devastating 
conflict, in spite of the fact that most people in most countries, 
including those where the conflict rages, wish to live at peace.” 
At the same time the President announced that he had not given 
up hope of ‘‘an agreement among the nations” to limit arma- 
ments and aggression, but until such an agreement could be 
reached “we are compelled to think of our own national safety.” 

Anticipating opposition from several quarters to further mili- 
tary and naval expenditures, the Administration had taken care 
that the ground should be carefully prepared for its latest pro- 
posals. Following the hint given in the President’s message on 
the budget, the press carried a series of stories from Washing- 
ton which foreshadowed in instalments most of the supple- 
mentary recommendations in his message and also emphasized 
the need of additions to the national defense.® On the day pre- 
ceding the delivery of the second message the Department of 
State first made public its eleven-day-old note of January 17 to 
Japan protesting against “new acts of depredation which have 
violated American rights in China” and citing specific instances, 
including disrespect to the United States flag.7 Some thought 
this merely a coincidence, but critics of the program insisted 
that, whether so intended or not, the effect of publishing that 
note at that time was to whip up sentiment for naval expan- 
sion.* On the other hand, the President’s message was care- 
fully framed to avoid the appearance of sensationalism. The 
decision to build beyond the previous treaty limits was im- 
bedded among some half dozen minor suggestions for supply- 
ing certain deficiencies in equipment, all of which involved an 
expenditure of only a few million dollars. In fact, only those 
who were familiar with the background of naval policy could 
grasp the full implication of the proposals. But what the Presi- 


® New York Times, January 14, 20, 21, 23, 26, 27; New York Herald 
Tribune, January 10, 16, 20, 21, 23, 1938. 

7 Department of State, Press Releases, XVIII, 176-181, January 29, 1938. 
8 Congressional Record, Seventy-fifth Congress, Third Session, 4073. 
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dent actually asked for was a substantial addition to the huge 
construction program authorized under the Vinson-Trammell 
Act; and he wanted the new authorization forthwith, even 
though the navy was far from prepared to build the ships al- 
ready provided for. 


3. Speeding Up the Naval Race 


The Administration had finally decided to turn its back on 
the policy to which the United States had consistently adhered 
for the past sixteen years. Immediately after the receipt of the 
President's message a bill embodying the recommendations was 
laid before the House by Representative Vinson and was re- 
ferred to the Committee on Naval Affairs, of which he was 
Chairman. In providing for a general increase of 20 per cent in 
naval armament, the bill raised the authorized number of bat- 
tleships from fifteen to eighteen, that of cruisers from thirty- 
nine to forty-seven, that of airplane carriers from six to eight, 
and that of destroyers from 132 to 147. The maximum number 
of naval airplanes was raised, in round numbers, from 2,000 to 
3,000, and provision was made for the increase in navy person- 
nel and in auxiliary vessels that would be needed for the en- 
larged fleet.® 

Before both the Senate and House committees and also on 
the floors of both houses this new departure in naval policy 
became the subject of heated debate. The chief spokesman for 
the bill before the committees was Admiral William D. Leahy, 
Chief of Naval Operations, whose testimony occupied ten full 
sessions of these bodies. The core of his testimony was the need 
of a stronger navy to guard the country’s defense lines and 
repel a hostile fleet before it could reach the shores of the 
United States. He described the Atlantic defense line as begin- 
ning east of Maine and extending southward to the Virgin 
Islands and thence to Colon, and the Pacific line as extending 
from the Aleutian Islands to Hawaii and from there via Samoa 
to the Panama Canal. Obviously the navy would not confine its 
operations within these limits; its activities would depend on 


®H. R. 9218, Seventy-fifth Congress, Third Session. 
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the movements of any hostile fleet, but its principal object would 
be to keep the enemy from penetrating the strategic lines and 
threatening invasion.’° 

Once the navy had presented its case, the peace advocates and 
isolationists were given their chance, but apparently they made 
little impression on the committees, which were composed 
largely of out-and-out Administration supporters. The gist of 
their plea was that the present naval force was adequate for 
defense against invasion and that a larger force could hardly be 
intended merely for defense. If it were needed to protect “other 
interests,” what were those interests, and were the people of 
the United States willing to use the navy to protect them? Con- 
gress was urged to answer these questions and itself determine 
naval policy instead of leaving this to the admirals—or even to 
the President." 

However, these considerations were brushed aside by the leg- 
islators and the bill was favorably reported to the House on 
March 8. It came up for discussion at a tense moment in inter- 
national relations overseas. Germany was closing in on Austria, 
and for that reason the measure suddenly attained an added 
importance and called forth a full-dress debate. So keen was the 
public interest that the bill began to be discussed in the Senate 
even before it reached that body from the House. The sus- 
picions of the isolationists in Congress were sharpened by the 
knowledge that the Chief of the Navy Department’s War Plans 
Division had recently visited London and conferred with cer- 
tain British naval officers. Nor did they like it at all when 
press reports brought word.that in February three United States 
cruisers had attended the opening of the new British naval base 
in Singapore.’* To them this signified some sort of “dangerous 
involvement’ with Great Britain, camouflaged as ‘‘parallel ac- 
tion.’ It was explained by the Department of State that the 
so-called conference in London was merely a consultation on the 


10 House Committee, Hearings, 1957 ff.; Senate Committee, Hearings, 2-89. 

11 House Committee, Hearings, 2123 ff.; Senate Committee, Hearings, 127 ff. 

12 New York Times, February 14, 1938. 

18 Cf. minority report of the House Committee on Naval Affairs, H. R. 
Report. 1899, part 2. 
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advisability of a joint request by the United States, Great Britain 
and France for information from Japan with regard to her naval 
building plans."* The visit of the cruisers to Singapore was de- 
scribed as nothing more than a courtesy call, following an earlier 
visit to Australia. It was punctiliously pointed out that the 
cruisers had limited their part in the celebration to “dressing 
ship”! 

The isolationist members, however, were not the sort of peo- 
ple to be satisfied with explanations like these. Immediately 
after the official statement concerning the London conversations, 
and a week before the Singapore incident, Senator Hiram John- 
son of California introduced a resolution asking the Secretary 
of State to advise the Senate on three points: whether ‘any 
alliance, agreement or understanding exists or is contemplated 
with Great Britain relating to war or the possibility of war’; 
whether there was any agreement or understanding, express or 
implied, for the use of the navy “in conjunction with any 
other nation”; and whether there was any such agreement for 
the use of the navy or any part of it in patrolling “any particu- 
lar waters or any particular ocean.”’® Secretary Hull did not 
wait for action by the Senate on this resolution but promptly 
dispatched a letter to Senator Pittman, Chairman of the Com- 
mittee on Foreign Relations, giving a categorical reply to each 
of Senator Johnson’s queries. He repeated them seriatim, add- 
ing bluntly after each question, “The answer is ‘No.’ ”’’® Sena- 
tor Johnson did not press his resolution further. But in spite of 
Mr. Hull’s emphatic denials he seemed to cherish the same 
misgivings still, for two days later he told the Senate that he 
was “for a good navy, a large navy and for the navy bills which 
are now pending,” but that he was not “for this navy of ours 
being used in connection with any other country on earth,” or 
“for any alliance with any other country on earth.”"** The Sena- 
tor evidently preferred to sit in the dark with his bogey man, 
and nothing could persuade him to surrender his favorite thrill. 


14 See below, p. 135. 

18 Congressional Record, Seventy-fifth Congress, Third Session, 1977, 2096. 
16 Cf. Appendix IV (4). 

17 Congressional Record, Seventy-fifth Congress, Third Session, 2097, 2334 
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In the House the isolationists likewise preferred to disbelieve. 
Representative Tinkham, their chief spokesman, stated that he 
had voted for every military and naval appropriation for twenty- 
three years but would not support this measure. “It is, in my 
opinion, a war bill and nothing else,” he said. “A sinister secret 
diplomacy is now directing American foreign policy,” with 
“collusive political engagements between the United States and 
Great Britain,” he continued, and “he who is responsible for 
such arrangements, whether he be President of the United States 
or Secretary of State, is disloyal to the United States and traitor- 
ous.” In spite of his confirmed contempt for all things British, 
here was Mr. Tinkham choosing to credit a reported remark of 
a member of the British Parliament rather than the direct assur- 
ances of Admiral Leahy and Secretary Hull. Reading from a 
newspaper clipping in which Mr. Winston Churchill was quoted 
as saying that ‘‘an excellent arrangement” existed between 
Great Britain and the United States, Mr. Tinkham declared, ‘In 
the light of the statements made by the Right Honorable Win- 
ston Churchill, I am frank to say that I do not believe what has 
been said by the Admiral or the Secretary of State.’’"* He even 
went so far as to introduce a resolution directing an investiga- 
tion of the extent to which the Department of State “is dom- 
inated and controlled by the British Foreign Office” and “the 
character of the intrigue or collective political engagement 
which apparently has been entered into with Great Britain.”’? 

This attitude was by no means typical, but it reflected the 
views of a voluble and vehement minority which on occasion 
could make its influence effective. And in this instance it may 
have contributed to keeping the debate centered more on ques- 
tions of foreign policy than on the need of additional defensive 
armament. Critics of the measure continually pointed to it as 
an indication that the Administration was seeking to take a 
stronger hand in international politics and to use the navy as an 
implement not of defense but of diplomacy. Fear that the navy 
might be employed to “quarantine” aggressors and “make the 


18 Congressional Record, Seventy-fifth Congress, Third Session, 4413. 
19H. Res. 437, Seventy-fifth Congress, Third Session. 
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world safe for democracy” was reflected in an amendment of- 
fered by Senator Bone of Washington establishing “‘a defensive 
sea area’ around the United States, beyond which the navy 
would not be allowed to operate except in case of an attack on 
the United States or a violation of the Monroe Doctrine.”° 

With a view to anticipating some of the objections raised 
against the bill Chairman Vinson had amended the measure in 
committee with an addendum setting forth the basic principles 
of the country’s naval policy. Briefly summarized, the funda- 
mental points of the amendment were as follows: 


1. The navy should be of sufficient strength to guarantee the national 
security, not for aggression but to afford protection to the coast line ‘‘in 
both oceans at one and the same time”; to protect outlying possessions 
and “‘our commerce and citizens abroad’’; to insure “our national in- 
tegrity’’; and to support “‘our national policies.” 

2. An adequate naval defense requires not only the protection of out- 
lying territories, “‘but also a defense that will keep any potential enemy 
many hundreds of miles away from our continental limits.” 

3. The United States looks “with apprehension and disfavor upon 
the general increase in naval building throughout the world,” but is 
aware that no nation can reduce its naval armament by unilateral action 
without jeopardizing its security. 

4. In case there should be another treaty for naval limitation, the 
President could suspend as much of the authorized construction as might 
be necessary under the treaty, but no construction already begun could 
be suspended.?1 


President Roosevelt gave his full approval to this declaration. 
In doing so he emphasized the need of a defensive naval force 
in both oceans. Since 1932 the fleet, with the exception of a few 
units, had been stationed most of the time in the Pacific, and the 
proposal for an Atlantic force was a new development in policy. 
Naval experts themselves disagreed as to whether the proposed 
increase would be sufficient to enable the navy to protect both 
coasts against attack. Certainly if this protection were to be 
achieved by building a second fleet comparable to the existing 
one, it would require from eight to ten years and many more 


°° Congresstonal Record, Seventy-fifth Congress, Third Session, 7643. 
*. H. R. Report No. 1899, Seventy-fifth Congress, Third Session. 
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billions of dollars, even if construction facilities were enor- 
mously expanded.” In any event, the experts held, the proposed 
increase would not be sufficient for the discharge of all the 
duties set forth in Mr. Vinson’s declaration of policy.” 

A few voices were raised to assert that the proposed naval 
increase would create an instrument of aggression rather than 
defense. Representative Maverick attacked the Vinson declara- 
tion sharply because it listed as one purpose of the navy the 
protection of ‘‘our commerce and citizens abroad,” alleging that 
under this provision “any sailor who has had too many drinks 
could get this country into war on account of the wide power 
over foreign policy surrendered by Congress to the navy.”* 
Senator Borah said that neither Fascism nor Communism was “a 
matter with which we can effectually deal with battleships; 
neither presents a problem which we can solve by a navy, either 
large or small.”’*° 

Although the critics of the bill expressed themselves strongly, 
it was quickly apparent that they had little voting strength. 
Every attempt to cut down the authorizations was defeated. In 
fact, the champions of a larger navy went beyond the Presi- 
dent’s recommendations by making 3,000 naval airplanes the 
minimum instead of the maximum and by adding to the naval 
ait force a new dirigible to cost $3,000,000. The bill was passed 
by the House on March 21 with a vote of 294 to 100, and by 
the Senate on May 3 with a vote of 56 to 28.”° It was signed by 
the President on May 17. 

The Senate vote to exceed the former treaty limits in naval 
building seemed to reflect with fair accuracy the general atti- 


22 Testimony of Admiral William G. DuBose before the House Committee on 
Naval Affairs, Hearings, 2586. 

28 This view appeared to be based on the assumption that the navy would 
be called upon to accomplish simultaneously all the various purposes enumerated 
in the bill; that is, to keep hostile fleets several hundred miles off the coasts, 
to protect the insular possessions and the Panama Canal, to uphold the Monroe 
Doctrine in the Western Hemisphere and the Open Door in China and to 
protect American citizens and commerce everywhere. Cf. Hanson W. Baldwin, in 
New York Times, February 20, 1938. 

24 Congressional Record, Seventy-fifth Congress, Third Session, 4397. 
25 Tbid., 7639. 
°6 [bid., 4992, 8181. 
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tude of the country toward defense as indicated in various 
polls of public opinion.** At the same time the 100 votes 
cast against this supplementary measure in the House, as 
compared with only 15 cast against the normal naval appropria- 
tion bill a few weeks before, showed quite clearly that while 
very few opposed a “treaty navy’ many more questioned the 
expediency of entering a race without limits. 

The total cost of the new construction which the bill author- 
ized was estimated at from $1,091,000,000 to $1,152,000,000, 
the difference depending on the size of the battleships to be 
built. This expenditure was to be spread over a period of from 
six to eight years. For the ensuing fiscal year only $36,000,000 
of the foregoing amount was appropriated, and only to provide 
for the initial steps in the enlarged program. But this, of course, 
was in addition to the regular appropriation bill carrying 
$5.47,000,000, and it brought the total allotments for the navy 
in 1938-1939 to $583,000,000. The billion dollars plus in sup- 
plementary authorization might be spent in the future or might 
not be spent, depending upon world conditions and upon the 
attitude of subsequent Congresses. 

During the controversy over naval expansion little was said 
about the army, but the “army-minded” members of Congress 
were not idle and they managed to get a good share of the in- 
creased appropriations for their branch of the service. Their 
bill, approved by the President on June 13, carried the sum of 
$459,000,000. This too was the largest outlay since 1921 and 
was an increase of $44,000,000 over the preceding year, com- 
pared with an increase (in two bills) of $66,000,000 for the 
navy. Nearly a third of the army’s money was to be spent for the 
air service and for anti-aircraft defense. 

The total military and naval appropriation for 1938-1939 
was therefore $1,042,000,000, or $51,000,000 more than the 
President’s estimates at the beginning of the year and $62,- 
000,000 more than the actual expenditure for the twelve months 
of the preceding fiscal period. 


27 Cf. the polls by Dr. George Gallup's American Institute of Public Opinion. 
New York Times, December 28, 1938. 
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4. Special Aspects of the Defense Program 


Discussion of the enlarged military and naval programs di- 
rected attention anew to what has often been called the 
“Achilles heel’’ of the country’s defensive system—the canal 
through the isthmus of Panama. Some members of Congress 
with the backing, it was stated, of certain high officers in the 
army and navy, now revived the old project of building a canal 
through Nicaragua as well. They argued that due to the de- 
velopment of aviation and the improvement of projectiles and 
explosives, the Panama locks were becoming increasingly vul- 
nerable to attack. All the navy’s eggs, they said, were in this one 
basket. Their proposal, they claimed, would also increase the 
efficiency of the fleet in time of war by speeding up the move- 
ment of ships between the oceans. Representatives Izac and 
Carter of California introduced the Nicaragua scheme in two 
bills,** but the War Department did not approve. It planned 
instead to strengthen the defense of the Panama Canal against 
air attack and eventually to enlarge it to accommodate the in- 
creased size of both naval and commercial ships and to reduce 
its vulnerability by the construction of another set of locks.”° 

Another matter which was not included in the original draft 
of the Naval Expansion Bill but which received favorable 
attention from Congress was the resumption of experiments 
with rigid dirigible airships. The experience of the Navy De- 
partment with this type of aircraft had been nothing but a 
series of catastrophes, and no dirigible had been in commission 
since 1935. The lighter-than-air ship, however, still had its de- 
fenders and they managed to persuade Congress to give it 
another trial. The debate on this question in the Senate evoked 
discussion of a pending controversy with Germany concerning 
the sale of helium to that country for use in its dirigibles. 

After the horrors attending the destruction of the Hindenburg 
in May, 1937, the corporation operating this airship announced 
that it would not use highly inflammable hydrogen as the 


28 Congressional Record, Seventy-fifth Congress, Third Session, 1076, 6571. 
29 New York Times, February 2, 13; December 8, 12, 1938. 
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buoyant agent for the LZ-130, then nearing completion, but 
would try to obtain a supply of helium for it. The United 
States government had possessed a monopoly of helium ever 
since the World War and had carefully conserved the supply 
on military grounds, with an embargo on exports. After the 
Hindenburg disaster, however, Congress passed an act*® pro- 
viding that helium gas not required for government use might 
be sold, in quantities and under regulations approved by the 
President, for medical, scientific and commercial purposes, but 
in the last-named case only for the inflation of airships operat- 
ing “in or between the United States and its territories and 
possessions, or between the United States or its territories and 
possessions and foreign countries.’’** All exports of helium were 
to be made under license from the Department of State, after 
approval of the application by the National Munitions Board 
and the Secretary of the Interior. The amounts to be exported 
were restricted to quantities regarded by the board and the 
Secretary as “not of military importance.” 

Under the terms of the law an allotment of 17,900,000 cubic 
feet of helium gas to the American Zeppelin Transport, Inc., 
an agent of the Deutsche Zeppelin Reederei, was approved late 
in 1937, and a license for the shipment of the first instalment 
of 2,600,000 cubic feet was issued on January 31, 1938. A ship 
loaded with empty gas containers arrived promptly at Houston, 
Texas, and the containers were sent to the production field at 
Amarillo. The helium, however, was not forthcoming; there 
was a hitch in the negotiations at Washington. The contract 
of purchase was still to be concluded, and responsibility for 
this part of the transaction was vested wholly in the Secretary 
of the Interior. For the Germans this was a most inauspicious 
time to negotiate because of rumors of impending trouble in 

80 Public No. 411. Seventy-fifth Congress, First Session, Approved September 
” atthe act also contained something in the nature of a “joker” by stipulating 
that helium should not be sold for the use of airships operating between two 
foreign countries and touching at some point in the United States. This restric- 
tion would have prevented German dirigibles from continuing on the tri- 


angular route they had sometimes used by touching at Rio de Janeiro on their 
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ARMAMENTS UNLIMITED 133 


Central Europe. Furthermore, the law required that evidence 
should be presented by the prospective purchaser “to rebut 
the presumption” that the quantity sought was of military 
importance. 

When the decision on this final point was put squarely before 
Secretary Ickes he asked for positive guarantees from the Ger- 
man company that would overcome the legal presumption. Such 
assurances as the company could offer were deemed inadequate. 
The case was still pending when Hitler seized Austria, and 
with this the Secretary and other high officials in Washington 
became still more skeptical of German guarantees. On March 
22, the day after the House passed the Naval Expansion Bill, 
and only a little more than a week after the annexation, it was 
announced in Washington that Secretary Ickes, with the full 
approval of the President, had rejected all guarantees tendered 
so far.** The Secretary’s action was commended in the Senate** 
and heatedly denounced by Nazi officials in Germany, who 
attributed his decision to Jewish and other influences hostile 
to the Hitler régime.** The incident placed one more obstacle 
in the already rough path of German-American relations. 
The final enactment of the Naval Expansion Bill a few weeks 
later added still another. 


5. The Move for Bigger Battleships 


Japan likewise did not regard the new program of naval 
construction with a friendly eye. At a press conference in 
Tokyo the spokesman for the Naval Office said that if the 
United States government was not planning overseas operations 
it would not require so large a fleet, and that he believed the 
object of this planning could only be Japan.*® There was one 
provision in the bill which undeniably was aimed at that coun- 
try. The measure authorized the building of vessels in excess 
of 35,000 tons (the limit fixed in the London Treaty of 1936) 


32 National Munitions Control Board, Third Annual Report, 102-107; New 
York Herald Tribune, March 23; New York Times, September 3, 4, 12, 1938. 
88 Congressional Record, Seventy-fifth Congress, Third Session, 9024, 9025. 

34 New York Herald Tribune, May 14, 1938. 
35 New York Times, March 25, 1938. 
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if the President should determine “with respect to the tonnage 
of capital ships being built by other nations that the interests 
of national defense so require.’’** 

Behind this decision to authorize the building of bigger battle- 
ships was an interesting and important story. Under the terms 
of the 1936 treaty Great Britain, the United States and France, 
and later Germany and the Soviet Union, agreed to limit the 
size of their capital ships to 35,000 tons and the caliber of the 
guns of these vessels to fourteen inches. Unless the restriction 
on calibers was accepted by all the signatories of the Wash- 
ington Treaty of 1922, however, the installation of guns up 
to sixteen inches would be permitted. The assent of Italy and 
Japan was needed to make this restriction binding. Italy was 
willing if Japan would also join in, but Japan refused. The 
proposed limitation on gun calibers thereupon became inopera- 
tive, and the United States government announced that it 
would equip its new battleships with sixteen-inch guns.** 

In the meantime rumors became current that Japan would 
not only use larger guns but would also build heavier warships 
than were permitted to the three treaty powers. Several times 
during 1937 these rumors were explicitly denied from Tokyo,** 
but in spite of denials they kept coming up again. They seemed 
to gain a touch of authenticity when on November 6, 1937, the 
Giornale d'Italia, which under the editorship of Virginio Gayda 
was known to speak for the Foreign Office in Rome, printed a 
glowing description of Japan’s increasing prowess on the seas 
and stated that at the end of 1937 she would have three battle- 
‘ships of 46,000 tons each, and would not only have attained 
parity in tonnage with the United States but would have a 
more efficient fleet. It seemed significant that this story 


86 This was a compromise between the House bill which held to the 35,000- 
ton treaty limit and the Senate bill which fixed the upper limit at 45,000 tons, 
if the government should find that other nations were building a tonnage in 
excess of 35,000. The Senate bill was drafted after the United States, Great 
Britain and France had invoked the “escalator clause’ and were no longer 
bound by the treaty limit. Congressional Record, Seventy-fifth Congress, Third 
Session, 9023. 

87 The United States in World Affairs, 1937, 77. 

38 Tbid., 77-78. 
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appeared on the day of the signing of the Anti-Comintern Pact 
by Italy, Germany and Japan, and it was not unthinkable that 
it had been released primarily to impress the Italian people 
with some of the potentialities of their new tripartite accord.” 
Still more authoritative, on the face of it, was a statement 
in the Italian naval journal, Revista Marittima, in January, 
1938, that Japan actually had two capital ships of 46,000 tons 
under construction and had planned to lay down a third. On 
January 20 the Japanese authorities once more denied that 
they were planning to build super-warships and called atten- 
tion to their previous denials,*° but instead of dying down the 
rumors seemed only to gain credibility. In fact, for the first time 
the treaty powers now took official cognizance of them. On the 
day following Japan’s latest disavowal the British Foreign 
Office announced that its Ambassador in Tokyo had been in- 
structed to investigate the reports, and a week later came Presi- 
dent Roosevelt’s message to Congress urging further naval 
expansion and stating that in view of the great increase in the 
armaments of other countries the national defenses had be- 
come “inadequate.” Another week passed, and on February 5 
the United States joined Great Britain and France in presenting 
practically identical notes to the Japanese government asking 
that it inform them by the 20th whether it was building battle- 
ships in excess of 35,000 tons or cruisers in excess of 10,000 
tons as fixed for themselves in the treaty of 1936. Tokyo was 
notified that if ‘the desired information and assurances” were 
not forthcoming by that date, the three governments would 
feel free to consult, under the terms of the 1936 treaty, with a 
view to resuming full freedom of action in naval building.** 
Although the treaty powers had limited their battleships in 
size to 35,000 tons and had further agreed not to build any 
smaller vessels of battleship type between 8,000 and 17,500 
tons prior to 1943, no revision or renunciation of the treaty 
was necessary in order to modify these restrictions if one or 
89 New York Herald Tribune, February 20, 1938. 
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more of the signatories had reason to believe that some other 
power was exceeding these limits and deemed it necessary to 
meet this competition. The “escalator clauses” of the treaty 
provided for this contingency. Before resorting to this pro- 
cedure, however, the signatories were under obligation to con- 
sult, and such a consultation was intimated in their note to 
Japan. 

The triple demand of the treaty powers for disclosure of the 
Japanese naval program was much resented in Tokyo. In the 
first place, it looked as if they were exerting pressure by “gang- 
ing up” against their closest rival, and this wounded Japanese 
pride. In the second place, the insistence upon an answer by a 
given date (and that a near date), with the implied threat of 
invoking the escalator clause and precipitating unlimited com- 
petition in naval building, had some of the earmarks of an 
ultimatum, acceptance of which would mean loss of “face” 
for Japan both at home and abroad. Finally, Japan was asked 
to abandon the absolute secrecy which she believed essential 
to the success of her naval policy since her withdrawal from 
the London negotiations in 1936. This secrecy, in the opinion 
of some observers, was prompted as much by domestic as by 
foreign considerations. They believed that Japan, strained by 
her warfare in China, was actually being outdistanced by her 
naval competitors and wished to conceal this fact not only 
from them but from her own people as well. Having denounced 
the naval agreements because of the unwillingness of the other 
powers to grant her equality, it would be humiliating now to 
have to admit that as a result of this action she had even lost 
her former five-to-three tonnage ratio vis-d-vis Great Britain 
and the United States.*” 

The time limit set by the powers for a reply from Tokyo 
was not intended as a form of pressure but was due to con- 
siderations of routine. Under their treaty they were required 
to furnish information to each other with regard to their con- 
struction programs within the first four months of each calendar 
year, and before preparing their estimates and submitting the 

42 New York Times, February 6, 1938. 
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reports they wished to know what Japan proposed to do. In 
requesting an early response, therefore, they were merely seek- 
ing to discharge their treaty duties as stipulated. Japan did not 
keep them waiting long for her answer; but the answer was 
not the one they desired. On February 12 she politely de- 
murred to the request, saying that “mere communication of 
information concerning the construction of vessels will, in the 
absence of quantitative limitation, not contribute to any fair 
and equitable measure of disarmament.’ The note emphasized 
that in 1936 the Japanese delegation in London had earnestly 
desired “to bring about a drastic reduction of naval armament, 
the total abolition of capital ships and aircraft carriers, which 
are aggressive in their nature, and at the same time contended 
that qualitative limitation, if not accompanied by quantitative 
limitation, would not be calculated to achieve any fair and 
equitable measure of disarmament.’’** While declining the re- 
quest of the other governments for information, Japan assured 
them that she shared their “ardent desire’ for arms limitation 
and was ready “at any moment” to enter into discussions which 
would give “primary importance to a fair, quantitative limita- 
tion.” 

Whether Japan withheld the desired information merely 
for reasons of “face’” or whether she actually had plans for 
new capital craft which she wished to conceal had now become 
a vital question. The Giornale d'Italia, which had done so 
much to give both currency and a basis of probability to the 
early rumors, proceeded to pipe to a different tune, denouncing 
the rumors as of Anglo-Saxon origin and without confirmation 
from Japanese sources.** It was even possible that Tokyo had 
sought to comply informally with the request of the other 
powers while officially maintaining its policy of secrecy. For 
simultaneously with the publication of its note of February 12, 


48.Cf, Appendix III (4). It may be noted in passing that by this drastic 
and seemingly pacific proposal Japan would have done away with all war 
craft capable of operating in the Pacific at any considerable distance from their 
home base. Japan, unlike the United States and Great Britain, had no need 
of capital ships capable of steaming long distances. Her possessions were near 
at hand. 

44 Quoted in New York Herald Tribune, February 20, 1938. 
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the Japanese government issued a statement in which it de- 
clared that if the treaty powers should expand their naval 
armament because of an assumption that Japan was exceeding 
their treaty limits she would then “have no alternative but to 
alter her building plans in order to cope with that construction.” 
The London Times took the view that if Japan needed to “alter 
her plans” in order to build ships above the 35,000-ton limit 
she could not already be building them. The Times also thought 
that the phrasing of the statement could not have been acci- 
dental, because the language of the government’s official Eng- 
lish version was much more precise than the corresponding 
statement in Japanese.** 

A few days earlier the spokesman for the Japanese Foreign 
Office had also dropped a hint by denying categorically a re- 
port in certain foreign newspapers that Japan was then building 
43,000-ton battleships. When asked, however, if any ships of 
more than 35,000 tons were building he gave no answer.*® 
Yet in making a specific denial with regard to one type of 
ship the Foreign Office was departing from absolute secrecy 
and conceding a bit to the other powers, presumably with the 
purpose of avoiding the odium which complete silence would 
bring. Meanwhile a spokesman for the Naval Office main- 
tained that the notes of the three powers were not presented 
in good faith but were intended either to bind Japan to stay 
within the treaty limits or, in the event of her refusal to furnish 
the desired information, to make of this a pretext for enlarging 
their own navies ‘on the imaginary ground that Japan is ex- 
panding hers.’’*? Here again was a hint—but nothing more— 
that the Japanese were not building super-warships. 

Nevertheless, the implications of silence and innuendo were 
hard to overcome. The Japanese were not unmindful of this 
fact, and several of their newspapers intimated that the govern- 
ment would have given the information readily if there had 
been no effort to obtain it by concerted action.*® This was open 


45 Times (London), February 14, 1938. 
46 New York Times, February 8, 1938. 
“7 Ibid., February 11, 1938. 

48 Ibid. 
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to question, inasmuch as the naval authorities in Tokyo had 
come to look upon secrecy as an important weapon of defense, 
on the theory that no Western power would challenge Japan 
in her own waters if it did not know the strength of her naval 
forces. On the other hand, by withholding essential facts Japan 
might not only have to bear the blame for intensifying the 
naval race but she would undoubtedly be drawn more deeply 
into it herself, with further drains on her treasury. Either course 
would involve the payment of a heavy price. 


6. Liquidation of Naval Restrictions 


Regardless of what sort of ships Japan was building, her 
refusal to discuss her program was widely interpreted in the 
United States as an indication that she was planning to exceed 
the treaty limit if she had not already done so, and it was 
generally assumed that Great Britain, the United States and 
France would now invoke the escalator clause. The limitations 
on the number of ships permitted to the great naval powers 
had disappeared with the expiration, on December 31, 1936, 
of the Naval Treaties of 1922 and 1930. The limitations on 
the size of individual ships were practically abolished by Japan’s 
note of February 12. Another naval treaty had been expunged 
from the books, and little in this respect remained for the 
diplomats to do. The future lay in the hands of those who 
determined policy, and who asked their people for the means to 
make it effective. 

Neither in the press nor in Congress was a good word spoken 
for Japan. The Cleveland Plain Dealer, however, thought that 
she had at least done the world a service by showing that “her 
end of the Rome-Berlin-Tokyo conspiracy against peace” was 
as intransigeant as the European end. The San Francisco 
Chronicle deplored the resumption of the naval race but drew 
consolation from the fact that for such a race “we have the 
fastest horses.’’*® In similar vein the New York Herald Tribune 
said that Japan’s policy was setting a pace for the other naval 


4° Quoted in New York Times, February 14, 1938. 
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powers which would result in “a further reduction of her 
actual relative strength at sea.””°® The London Times pointed out 
Japan’s lack of logic in proclaiming her desire for disarmament 
after she had denounced the Washington Treaty in 1934, 
bolted the London Naval Conference in 1936, refused to accept 
14-inch guns as the maximum in 1937, and had again withheld 
her collaboration by silence in 1938.°' The Times was soon to 
have evidence in abundance on the continent of Europe that 
the totalitarian states were not to be seduced out of their dreams 
of conquest by appeals to reason. 

The Japanese press was reported to have responded to these 
criticisms in tones of injured innocence and indignation. The 
general theme of their grievance was that Japan had not over- 
stepped the treaty limits and that the other powers knew it. 
Evidently inspired by the government, the press was a unit in 
saying that it was now necessary to reéxamine the naval build- 
ing plans in consequence of the démarche of the treaty powers. 
The independent and liberal Asahi of Tokyo (let Senator John- 
son and Representative Tinkham take note!) said that Great 
Britain was being made a catspaw of the United States. It 
hinted that Japan might also indulge in a little competition in 
cruisers, the naval arm in which the British were most inter- 
ested.” 

On March 1 representatives of the United States, Great 
Britain and France began their prescribed consultations in 
London with regard to invoking the escalator clause. If they 
had any definite information that Japan was building larger 
ships they were successful in keeping it secret. Why should 
they have hesitated to publish the facts, if they had them? On 
the face of the record alone one can only arrive at the conclusion 
that they acted on mere suspicion. Yet this is difficult to be- 
lieve. Common sense suggests the likelihood that other con- 
siderations which do not appear on the record were the major 
influence, and that if these elements were fully understood 


50 New York Herald Tribune, February 13, 1938. 
51 Times (London), February 14, 1938. 
52 Ibid., April 4, 1938. 














ARMAMENTS UNLIMITED 141 


the “escalation” proceedings would have less of an air of un- 
reality than the diplomatic correspondence seems to give them. 
The United States was the only treaty power which appeared 
to be keen for building larger capital ships. Great Britain was 
more interested in cruisers; France was apparently satisfied with 
the status quo. But the Roosevelt Administration had always 
shown a special fondness for the navy and a semi-professional 
partiality toward the battleship. And so near the middle of 
March, 1938, while Hitler was putting the finishing touches 
on the Austrian Anschluss, Washington made known its in- 
tention to invoke the escalator clause unilaterally regardless 
of what London and Paris might decide to do.®* At the end 
of the month, however, these powers fell into line, and in 
accordance with the terms of the treaty the three governments 
exchanged formal notifications of their purpose to abrogate the 
tonnage restrictions at the end of ninety days. Such formalities 
were about all that was left of the treaty. In reality the experts 
who discussed its modification were giving it a quiet burial.** 
The United States naval authorities were not only firm be- 
lievers in heavier ships and larger gun-bores, but they believed 
it necessary to abolish all limitations in order that they them- 
selves might be free at any time to match any other naval power 
ship for ship and gun for gun. The Department of State wished 
to maintain at least the principle of limitation, but the naval 
experts insisted that any restriction would give Japan an ad- 
vantage, and their advice prevailed. Consequently in its notifica- 
tion to the other naval powers of its decision to “exercise the 
right of escalation” the United States government made no men- 
tion of new limitations.* It also announced its purpose to exer- 
cise this right with regard to the caliber of guns on capital ships. 
The British government restricted its action to the tonnage of 
battleships and stated that the exact extent of its departure 
would depend on the result of later consultations. The French 
government, less concerned than the others with Pacific prob- 


53 New York Herald Tribune, March 14, 1938. 

*4 The provision for an exchange of information and the limitations concern- 
ing cruisers still remained in effect for all the signatories. 

5° Department of State, Press Releases, XVIII, 437, April 2, 1938. 
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lems, stated that it would continue to observe the treaty limita- 
tions so long as the other naval powers of Continental Europe 
continued to abide by them.*® 

If Japan had not already exceeded the 35,000-ton limit there 
was every reason to believe that she would do so now. She 
might have prevented a new naval race by detailing the facts, 
but pride and considerations of prestige prevented her from 
doing more than drop a few oblique hints which only supplied 
new ammunition to the “big navy’’ advocates in the United 
States. The feeling of this group was well exemplified in an 
address delivered in New York by Rear Admiral Yates Stirling 
(retired). Japan’s “negative, truculent attitude,” said he, “may 
be assumed to prove that she will go the limit. It is safer for us 
to decide that her new battleships will be about 45,000 tons, 
armed with sixteen-inch or even eighteen-inch guns, with the 
heaviest armor and with a speed of thirty knots.’ While this 
was also the official explanation of Washington’s attitude, it 
may be questioned whether it was the sole reason for the gov- 
ernment’s decision to expand its fleet. Was all the stir about 
super-warships merely the product of American suspicions on 
the one hand and of faulty Japanese judgment on the other? 
On the face of it such an explanation seemed improbable; it 
was too simple and too little in accord with everyday human 
experience. If the United States naval authorities—the President 
included—had not been convinced of the usefulness and the 
need of larger battleships as such, would an unsatisfactory ex- 
change of notes with Japan have been allowed to precipitate 
another form of armaments race? 

These questions cannot be answered, but they suggest an ex- 
planation which many were inclined to accept; namely, that the 
Administration desired “a navy second to none’’ not because it 
feared an attack from a Japanese or a European fleet or because 
it intended to use its ships overseas during the next war, but 
because it believed that with a stronger navy the country could 


56 Department of State, Press Releases, XVIII, 438, April 2, 1938; New York 
Herald Tribune, Times (London), April 2, 1938; Contemporary Japan, VII, 
189, June, 1938. 

57 New York Herald Tribune, March 9, 1938. 
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assert its influence more effectively and speak a language which 
dictators could understand. The Administration could not pub- 
licly avow any such purposes even if it entertained them; for to 
the isolationists they were anathema. As the debates on the 
Naval Expansion Bill clearly showed, Congress was ready to 
vote millions for defense but not one cent for “involvement.” 
And whether the much-discussed Japanese ships really existed 
or not, the belief that they existed or would soon come into 
existence made easier the attainment of certain objectives 
deemed desirable in rounding out the program of national 
policy. 

The ninety-day interval between the announcement of “‘esca- 
lation” and the date of its becoming effective expired on June 30. 
During this period representatives of the three treaty powers 
conferred on the question of what the new limits should be. Not 
until the last day was an agreement reached. The maximum dis- 
placement for capital ships was raised from 35,000 to 45,000 
tons. This was everywhere interpreted as a victory for the 
United States navy, but it was evidently obtained through com- 
promise, since the maximum for gun calibers remained un- 
changed at sixteen inches.** Great Britain at once notified all 
the powers with which she had naval treaty relations that for 
the present she would not build above 40,000 tons, and France 
reiterated her previous decision to stand by the old treaty limits 
so long as other continental powers did not exceed it. Although 
not a party to the Treaty of 1936, Italy had observed its terms 
and had definitely subscribed to them in the Anglo-Italian 
agreement, which was then awaiting ratification. Germany and 
Soviet Russia had likewise accepted the qualitative limitations 
through separate treaties with Great Britain in 1937, and though 
these agreements had no legal connection with the three-power 
treaty of the preceding year their terms were modified pro tanto 
when Great Britain joined in invoking the escalator clause. The 
Japanese press meanwhile called on the government to reéx- 

58 The waiving of the demand of the United States for larger calibers may 


not in practice have been an important concession, in view of reports that 
experimental tests with larger guns had been disappointing. 
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amine its building program in the light of the decisions reached 
by the Western naval powers.®® This might have implied that 
Japan had not exceeded the treaty limits; or it might have 
meant, as some believed, that the government had inspired this 
journalistic advice to itself for the purpose of misleading its 
naval competitors. 

At any rate, when the year ended the outside world was as 
much in the dark as ever concerning Japan’s battleship building. 
Indeed, it was said that the truth was known only to a handful 
of experts in Japan. The 1938 edition of Jane’s Fighting Ships 
was published in December, and though usually supplying the 
last word on naval data it could do little this time toward clear- 
ing up the mystery of the Mikado’s new battleships. Apparently 
four had been planned; two were thought to have been laid 
down during the year; and “‘it is believed,” said Jane’s, that all 
four would be “over 40,000 tons,” with sixteen-inch guns and 
a speed of thirty knots." Nauticus, a publication of the German 
naval command, appearing about the same time, stated that 
Japan was probably building two ships of from 40,000 to 45,000 
tons, but certain other purported details of these ships puzzled 
technicians and did not clear up the mystery. Japan was also 
credited with two new battleships by Weyer’s Taschenbuch der 
Kriegsflotten, the German counterpart of Jane’s.°' Because of 
the close relations between the Reich and Japan, anything 
emanating from German sources concerning the Japanese navy 
was regarded as of special interest, but very little was forth- 
coming. As to the treaty powers, although they were now free 
to build super-ships, they had laid down no craft in excess of 
35,000 tons by the end of the year, and the United States alone 


appeared likely to approach the new maximum at any time 
within the near future.” 


59 New York Times, April 3, 1938. 

6° Cf. also New York Times, December 20, 1938. 

1 Frankfurter Zeitung, December 14, 1938. 

®2.On March 28, 1939, it was announced at the White House that the Presi- 
dent had approved plans of the Navy Department for the construction of two 
45,000-ton battleships (presumably mounted with 16-inch guns) and capable 
of being passed through the Panama Canal. At a press conference held on the 
same day, Mr. Roosevelt stated that Japan's refusal to divulge her own plans 
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7. Talk of Disarmament 


Immediately after Japan’s refusal to reveal her naval program 
Senator King of Utah and Representative Maverick of Texas 
introduced resolutions in their respective houses calling for a 
disarmament conference. They were taking at face value Japan’s 
expressed willingness to negotiate for a reduction of armament. 
Their proposal, however, received no encouragement from the 
Administration, for the Tokyo government had hedged its offer 
to sit in at a new conference with conditions which it was well 
aware the United States would not accept. The reduction of 
arms, for example, would have to be quantitative rather than 
qualitative and would have to bring about an all-round parity. 
Speaking for the Administration, Senator Pittman pointed out 
that the meager results of the last conference in 1936 were due 
to Japan’s attitude and that the time had come to be realistic. 
He believed that a call by the United States for a conference at 
this time would be interpreted by Japan as a sign of weakness.** 

While the Administration was unwilling to enter a conference 
on the impossible terms laid down from Tokyo, it indicated on 
several occasions during the year a desire to aid any practical 
movement for the limitation of armaments. Secretary Hull made 
a statement to this effect on April 3 in a letter to Senator Walsh, 
Chairman of the Senate Committee on Naval Affairs.°* And on 
July 14, just two weeks after the treaty powers had freed them- 
selves of restrictions by “escalation,” President Roosevelt, speak- 
ing in San Francisco, said: “We fervently hope for the day 
when the other leading nations of the world will realize that 
their present course must inevitably lead them to disaster. We 
stand ready to meet them and encourage them in any efforts 
they may make toward a definite reduction in world arma- 
ment.”®° It was a curious symptom of the world’s madness 








for battleship construction was one of several reasons that led to the Navy 
Department’s decision. New York Times, March 29, 1939. 

®3 Congressional Record, Seventy-fifth Congress, Third Session, 2456, 2493, 
2516; New York Times, New York Herald Tribune, February 15, 1938. 
°4 New York Times, April 4, 1938. 
5 Tbid., July 15, 1938. 
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that two hours after the delivery of this speech the President 
reviewed a fleet of sixty-three warships in San Francisco Bay! 

On the day following this plea to other nations, the British 
House of Commons voted a new Armaments Bill of £350,000,- 
000, a sum about 70 per cent in excess of the amount recently 
appropriated by the United States Congress. And as the bill 
passed, Sir John Simon, Chancellor of the Exchequer, warned 
that civilization might vanish “if every country in the world is 
to go on piling up of armaments forever and ever.’"** Responsi- 
ble officials of all the democratic powers deplored the progres- 
sive accumulation of weapons of war, but at the same time they 
believed that the best chance of maintaining world peace lay in 
the speed with which they could equip their people for effective 
defense. After the Anschluss and even more after Munich they 
were aware that in spite of all that they had done during the 
past two years the dictators had far outdistanced them in the 
race. 

If there were ever any hopes that Munich and “appeasement” 
would be conducive to a new effort at arms reduction they 
quickly subsided. In Washington in mid-October it was an- 
nounced on “official authority’”’ that the United States would 
issue no call for a world conference for disarmament or for any 
other purpose so long as the existing state of affairs continued in 
Europe. When respect for law and the sanctity of treaties was 
lacking and two of the great European powers openly avowed 
their reliance on force to achieve their aims, nothing worth 
while was to be gained by negotiating new international agree- 
ments subject at any moment to unilateral repudiation. 


8. The Fourth New Deal 


Not only were disarmament and world conferences of all 
kinds shelved to await a more appropriate time, so far as the 
United States was concerned, but within two weeks after 
Munich President Roosevelt intimated that during the coming 
year the outlays for national defense would be substantially in- 


®8 Parliamentary Debates, House of Commons, CCCXXXVIII, 1780, July 15, 
1938. 
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creased. Such details of the new program as were made public 
in 1938 attested the broad scope of the plans. The basic prin- 
ciple was the safeguarding of the security of the entire Western 
Hemisphere in order to defend the United States. The plans 
included not only greater military preparations but the develop- 
ment of closer commercial and cultural ties with neighboring 
republics and codperation with them in resisting the infiltration 
of Fascist and Communist ideologies. 

This broad program was sometimes referred to as the ‘Fourth 
New Deal,” because it was regarded as a new stage in the 
evolution of the policies of the Roosevelt Administration. In 
the three previous stages attention had been focused on domes- 
tic problems, but more interest was now fixed on external af- 
fairs. One indication of the change was seen in the decision to 
maintain, for the first time since 1932, a naval fighting unit on 
regular duty in the Atlantic. For more than six years, except for 
one brief visit to the country’s eastern seaboard, the fleet had 
been stationed in Pacific waters, with little more than a training 
squadron of over-age vessels on duty in the eastern ocean. The 
Navy Department also thought it best to put the entire fleet 
through elaborate manoeuvres in the Atlantic early in 1939. 
This decision was made public on the day following the Ger- 
man government’s unsuccessful protest against the speech of 
Secretary Ickes.°” And on the same day, December 23, the Navy 
Department also announced that forty-eight destroyers which 
had been laid up at San Diego, California, would be recondi- 
tioned and restored to active service. 

The decision of the government to set up a permanent Atlan- 
tic squadron was of no little significance. Until Munich the 
naval policy of the United States had been governed wholly by 
the situation in the Pacific. The traditional supremacy of the 
British navy in the Atlantic and in the Mediterranean had given 
the American people a traditional sense of security. They had 
not feared aggression from Great Britain; they had not feared 
it from any European power so long as the British navy stood 


®T See above, Chapter IV. 
88 New York Times, December 24, 1938. 
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between; and they had even felt that the British government's 
interests required it to stand with the United States behind the 
Monroe Doctrine. After Munich, with Britain’s supremacy 
threatened, and with Germany muttering demands for the re- 
turn of colonies, some of which lay close to South America, they 
suddenly felt the loss of this security and they believed that 
something should be done to reéstablish it. They did not fear 
invasion of their own country, but they were aware that there 
might be aggression elsewhere which the United States would 
be compelled to resist. 


9. Thousands of Airplanes 


Although naval expansion was the main item in the country’s 
new defense program, the air force was to be enlarged on a 
scale that was relatively much greater. The total tonnage of war 
vessels was to be increased about 20 per cent above the former 
treaty limit, while the number of airplanes for the navy alone 
was to be raised by a minimum of 50 per cent. And soon after 
Munich the President made known his opinion that the army's 
air force should be increased by at least 200 per cent. At the 
beginning of the year the army’s program called for 2,300 first- 
line airplanes by 1940; in December it was proposed to raise the 
number to 7,000 at the next session of Congress.® It was fre- 
quently stated, and as frequently denied, that Herr Hitler had 
10,000 first-line airplanes, and there were many who insisted 
that the country’s air fleet, like its navy, should match that of 
any other nation. 

No one could prove that Germany had 10,000 planes any 
more than anyone could prove that Japan was building 46,000- 
ton battleships. Some experts were of the opinion that the 
Reich had only about 3,000 first-line planes and pointed out 
that even if she had 10,000, few, if any, of them would be able 
to operate effectively against the United States in case of war be- 
cause of Germany’s lack of airplane carriers. In like manner, it 
was argued that the United States would have no use for 10,000 


®° The military appropriation bill laid before Congress in 1939 called at 
first for 5,500 planes, but the number was raised later to 6,000. 
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planes in the event of a world conflict unless they were taken 
apart, stowed on ships and sent to overseas allies.”° Because of 
the rapid rate of obsolescence the building of some thousands 
of airplanes was criticized as wasteful unless a nation was plan- 
ning for “‘eventualities” by a given date.” 

Undoubtedly the airplane had become the most feared 
weapon in modern warfare. To its threat was attributed Hitler’s 
recent successes, and it was obvious that Great Britain and France 
required large air fleets for defense because they were within 
easy reach of the dictators’ bombers. It was equally obvious that 
the Administration and Congress were acting on the assumption 
that a parallel situation existed in the United States and that the 
disparity between the air forces of the totalitarian and demo- 
cratic nations was as great as rumors indicated. On December 
27, for example, President Roosevelt announced that army, 
navy and civilian fliers would be detailed to several hundred 
colleges for the purpose of turning out 20,000 trained air pilots 
each year. These were to serve as a great “reservoir” in time of 
emergency.” It seemed, as General Hugh Johnson said, that the 
country was rushing “‘pell-mell into an unplanned program.” 
The New York Times, always an advocate of rational prepared- 
ness, saw in the situation a danger of hysteria over a ‘‘complete 
defenselessness’”” which had no existence in fact, a danger “that 
we shall concentrate our whole attention on one type of arma- 
ment of a particularly dramatic character—airplanes,” and still 
another danger that “the whole defense program will become 
involved with some new ‘pump-priming’ plan, and that we shall 
begin building certain armaments not because we need them but 


70 Cf. Major George F. Eliot, “Military Consequences of Munich,” Foreign 
Policy Reports, XIV, 225, December 15, 1938. 

71 Shortly before Munich the Italian official aviation journal Ala d'Italia 
credited Germany with 3,000 planes instead of the rumored 10,000. This article 
was cited by the German press, which seemed to accept the Italian statement as 
correct. Cf. New York Times, October 27, 1938. But for a contrary opinion, cf. 
statement of Colonel William J. Donovan, Ibid., October 2, 1938. 

*2Mr. Aubrey Williams, former deputy administrator of the WPA, was to 
be placed in charge of the training. To Senator Clark of Missouri this set-up 
seemed to promise the salvation of the world, since it might cause Hitler “to 
laugh himself to death.” New York Times, December 28, 1938. 

*8 New York World-Telegram, December 13, 1938. 
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because they offer the quickest way of making jobs or of boosting 
the business index.”’”* 

On the whole there seemed to be no excuse for alarm about 
the country’s air defense. American planes were as good as 
needed, and its army and naval air services were on a par with, 
and probably superior to, those of any other nation. Some addi- 
tion to these forces was generally regarded as desirable, but any 
stampede to attain parity with mythical German armadas could 
mean only a squandering of resources which might have been 
utilized elsewhere to real advantage. 

The best possible tribute to the quality of American air arma- 
ment came from the British government, when on June 9 its 
Air Ministry announced that it had placed contracts in the 
United States for 400 planes. The purchase was made, it was 
stated, to bridge a gap in the deliveries from domestic factories. 
The output of British airplanes had fallen far behind schedule, 
and in placing orders with companies in the United States the 
assurance of prompt delivery was a major factor.” 

In the American newspapers this item got no great amount of 
discussion and surprisingly little unfavorable comment. The 
German supremacy in planes was well understood, and it was 
not liked. If Great Britain could help herself by purchasing 
Lockheeds in this country, well and good. But what if war 
should break out in Europe before these planes were delivered ? 
Where would the British be? Had some arrangement been 
made, in spite of the neutrality laws, by which they could get 
delivery, war or no war? Perhaps, after all, since the British 
navy could no longer act as a sure buffer against totalitarian 
aggressions, it might be as well for the United States to assist 
the British air force to stand them off. In the last analysis would 
this not be sound foreign policy? This seemed to be the view 
of the Administration when 1938 came to a close. It was not 
yet the clear view of the people; but the demonstrated strength 
of Germany, the apparent weakness of Great Britain and France, 
the brutal persecutions of the Jews, and the frenzied efforts of 


7 New York Times, December 12, 1938. 
5 Times (London), June 10, 1938. 
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the democratic states to arm themselves in self-defense, set peo- 
ple in the United States to wondering what position they should 
occupy in this mad self-destructive world, and whether the 


present neutrality laws would help them or hinder them in as- 
suming that position. 
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CHAPTER SIX 
THE CONFUSION ABOUT NEUTRALITY 


DuRING the successive crises in Central Europe in 1938 the 
diplomatic procedure of the United States government was offi- 
cially correct. Its citizens, however, refused to be “neutral in 
thought.”” They reacted strongly against the methods used by 
Germany in taking over Austria; they admired the resistance 
offered by Czechoslovakia to Hitler’s first threat of force in 
May; and they were deeply perturbed by the capitulation of 
Great Britain and France at Munich in September. Being human, 
they could not remain indifferent to events which were changing 
the course of history and affecting the future of their own coun- 
try. Their sympathies were aroused by the plight of the small 
democracies of Europe threatened by totalitarian bulk and bru- 
tality. They regarded Great Britain and France as the defenders 
overseas of institutions and a way of life most like their own, 
and they felt instinctively that any weakening of the influence 
of those powers would make it harder to uphold the democratic 
form of government in the Americas. 


1. Quarantining the United States 


So much for the feelings of the people of the United States. 
On the legal side their situation was otherwise. For nearly three 
years they had lived under a law drafted and adopted in the 
hope that it would keep the country at peace regardless of what 
happened elsewhere. The so-called Neutrality Act of 1935, 
broadened in scope in 1936 and 1937, was designed to avoid 
foreign complications in time of war mainly by forbidding the 
shipment of military supplies and the granting of credits to 
belligerent nations and by keeping American vessels out of war 
zones. The theory of the law was that it should be applied 
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without favor and, when so described, there could be little or 
no basis for disagreement with it. But in practice the only way 
in which it could be administered without favor was to admin- 
ister it without discrimination—in fact, to treat the aggressor 
and the attacked in exactly the same fashion. Congress, in pass- 
ing the Neutrality Act, was prepared in a broad sense to shut 
its eyes to the moral issue in order to avoid war; the President, 
in administering the act, was not willing to avoid that moral 
issue, even though thereby the risk of war might be somewhat 
increased. This difference in point of view was disclosed during 
many debates over the successive neutrality acts. It reappeared 
in striking form in October, 1937, when Mr. Roosevelt made 
the affirmative suggestion that the peace of the world might be 
maintained by putting aggressors into “quarantine,” whereas 
the law of the land, already in effect for six months, contem- 
plated no such thing—indeed, it called for a wholly negative 
attitude toward aggression elsewhere, coupled with a kind of 
quarantine imposed by the United States upon herself. 

Sincerely seeking to discharge the mandate of the people to 
“keep the country out of war,” zealous to protect the position 
of Congress as a factor in the conduct of foreign relations, and 
not quite trusting Mr. Roosevelt’s temperament and his vigorous 
moral sense, the supporters of the Neutrality Act had under- 
taken to tie the hands of the President so securely that he 
would be unable to involve the country in conflict by any dis- 
cretionary act of his own. In exactly the same degree, of course, 
they had proceeded on the questionable assumption that Con- 
gress could lay down in advance a program of official conduct 
for dealing effectively with any international situation which 
might arise. But once having proclaimed their own ability as 
Congressmen to decide the issue of peace and war better than 
the President, many of them had gone a step farther and had 
taken up with the doctrine that the people themselves were the 
best judges of all, and that the ultimate decision should lie in 
the hands of the electorate. 

Such a doctrine had been current for some time. In Novem- 
ber, 1935, Dr. Gallup’s Institute of Public Opinion conducted 
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a sample poll on the following question: “In order to declare 
war—except when our country is invaded—should Congress be 
required to obtain the approval of the people by means of a 
national vote?” Back came the answers: Yes, 75 per cent; No, 
25 per cent. When this test was made Italy had just begun her 
military operations in Ethiopia; there was talk of sanctions and 
of possible European complications; and public opinion in the 
United States, although strongly inclined toward Ethiopia as 
the “under dog,” was even more strongly disinclined to get into 
any sort of entanglement. 

In each of the three succeeding years Dr. Gallup again made 
a survey of public opinion on the question of a war referendum. 
In each instance the percentage of affirmative votes was some- 
what lower than in the first poll, until by the autumn of 1938, 
the vote read: Yes, 68 per cent; No, 32 per cent. The ratio had 
dropped in three years from 4 to 1 to 3 to x.’ This was a sub- 
stantial change, and it also appeared to indicate a trend, par- 
ticularly in view of the fact that the poll of 1938 was taken 
during the pre-Munich crisis when a general European war 
seemed more threatening than ever.” 


2. A Challenge by the Isolationists 


The question asked in these surveys was by no means an 
academic one. During all this period an identical proposal had 
been kept on the books of Congress by Representative Ludlow 
of Indiana. He advocated an amendment to the Constitution 
providing that, except in case of actual invasion, Congress 
should no longer have the power to declare war until such 
action should be first approved by the voters in a nation-wide 
referendum.® 

Mr. Ludlow’s proposal had been referred to the House Com- 
mittee on the Judiciary and there it had remained entombed for 
three years in spite of his repeated efforts to resurrect it. Late 


1 New York Times, October 2, 1938. 
2 Still more significant of the trend of public opinion concerning this matter 
was the poll of March, 1939, in which the vote was: Yes, 58; No, 42. 


8 For the text, as finally revised, cf. The United States in World Affairs, 1937, 
288. 
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in 1937 he had sought by petition to obtain the committee’s dis- 
charge from further consideration of the measure and to bring 
it directly to the floor for action by the Committee of the Whole. 
To achieve this result he required the signatures of at least 218 
members (a bare majority), but after obtaining 205 his labors 
seemed to have resulted in a stalemate. At this juncture, on 
December 12, 1937, Japanese airplanes unwittingly came to his 
aid by sinking the gunboat Panay in the Yangtze River and 
creating a crisis in American-Japanese relations. The agents of 
peace organizations in Washington then became active, and 
within about forty-eight hours Mr. Ludlow had the additional 
thirteen signatures which he needed. 

Under the rules of the House a vote on the question of dis- 
charging the committee from further consideration of the pro- 
posed amendment was scheduled for January 10, 1938, early in 
the new session of Congress. Only a majority vote was needed 
to effect the committee’s discharge, but to pass the amendment 
itself would require a two-thirds vote in both the House and 
the Senate; and thereafter ratification by the legislatures of 
thirty-six states would be necessary. No matter what the out- 
come of the first vote might be, the amendment would still have 
a long road to travel before it became part of the organic law 
of the land. The Administration, however, was keenly aware 
that agitation for the proposal might hamper its conduct of 
foreign relations at a critical moment and decided that the most 
effective procedure was to stop the movement in its tracks. This 
it set out to do; with the result that the pressure of the peace 
groups in the House of Representatives soon found itself faced 
by even greater pressure from the Administration. 

Party lines outside Congress were divided. Two of the most 
outspoken supporters of the Democratic Administration in its 
Opposition to the measure were Mr. Stimson, former Secretary 
of State in the Hoover Cabinet, and Mr. Landon, Republican 
candidate for the Presidency in 1936.* Mr. Stimson’s arguments 
against the amendment, set forth in a letter to the New York 
Times and reprinted in the Congressional Record, were partticu- 


*Cf. The United States in World Affairs, 1937, 236-237. 
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larly cogent. Pointing out that the government had never yet 
held a national referendum on any subject, he denounced the 
proposal as “‘a brand new experiment in the most vital and 
delicate function that a government can be called upon to per- 
form.” He maintained that it would virtually destroy the Mon- 
roe Doctrine, paralyze the navy, enable an enemy to penetrate 
the lines of sea defense before the votes could be counted, and 
throw the whole country into an internal political contest at a 
most critical moment. 

Secretary Hull, taking a hand in the controversy, sent a letter 
to Representative McReynolds, Chairman of the House Com- 
mittee on Foreign Affairs, asserting that the amendment would 
seriously handicap the government in its conduct of foreign 
relations; and President Roosevelt, in a letter to Speaker Bank- 
head, wrote that it “would encourage other nations to believe 
that they could violate American rights with impunity” and 
would tend to draw the country into war rather than to keep 
it out.® The heads of the American Legion and the Veterans of 
Foreign Wars also urged that it be rejected. Besides Mr. Lud- 
low himself, the leading spokesmen for the measure were Rep- 
resentative Hamilton Fish, ranking Republican member of the 
Committee on Foreign Affairs, and Representative Maury Mav- 
erick, a Democrat from Texas. The people, they said, desired 
the amendment and these same people could be more safely 
trusted than Congress in making the “awful decision” to go to 
war. Outside Congress, a self-styled national committee pub- 
lished a symposium of statements in favor of the amendment by 
a group including two retired military officers (Major-Generals 
William C. Rivers and Smedley D. Butler), President Whitney 
of the Brotherhood of Railway Trainmen, and President Eliza- 
beth T. Stanley of the Woman’s Christian Temperance Union. 

Debate on the question of discharging the committee and 
bringing the amendment to the floor was brief but bitter. In the 


5 New York Times, December 22, 1937; Congressional Record, Seventy-fifth 
Congress, Third Session, 33. 

® Appendix IV (a). When the measure came before the House Speaker Bank- 
head left his chair and denounced it from the floor. Congressional Record, Seventy- 
fifth Congress, Third Session, 345. 
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end the proposal was rejected by the close vote of 209 to 188. 
In the main, the balloting was done on a partisan basis; the 
Republican members stood three to one for the proposal and 
the Democrats stood five to three against it.’ But there were 
also some signs of cleavage along geographical lines. Support 
for the discharge motion was strongest among members from 
the interior states, and opposition was strongest from those 
from the seaboard. The importance of the vote lay in the fact that 
it subjected the Administration’s foreign policy to a Congres- 
sional test—the first in 1938, and a close one, too. The Admin- 
istration was supported, but the result could have been reversed 
by a shift of only 11 votes. Moreover, as the record showed, 111 
Democratic members were prepared to desert the White House 
leadership on this particular issue. 

Yet in spite of the narrow margin by which the motion was 
defeated, the very fact of its defeat seemed to denote a waning 
of pacifist and isolationist sentiment since the days of the 
munitions investigation and the first Neutrality Act. Likewise it 
could be interpreted as something of a setback for the move- 
ment to weaken the power of the Executive in the conduct of 
international relations. The country had only recently witnessed 
the skilful handling of the Panay incident by the President and 
the Secretary of State, and it must have realized that these deli- 
cate negotiations could not have been conducted with such dis- 
patch and success if both the Executive and Congress had been 
publicly shorn of their power, in the last resort, to declare war. 

Nevertheless, the drive for a referendum was not yet spent. 
An effort was made to enlist support for the plan in the Senate. 
On February 25 Senator La Follette of Wisconsin was joined 
by eleven of his Western colleagues in submitting a counterpart 
of the Ludlow amendment to that body.® In July, after Con- 
gress had adjourned, a group of national peace organizations 


7 The vote by parties was as follows: Democrats, Yea, r11, Nay, 188; Re- 
publicans, Yea, 64, Nay, 21; Progressives and Farmer-Labor, Yea, 13, Nay, o. 
New York Times, January 11, 1938; Editorial Research Reports, 1, 1938. 

8S. J. Res. 270. Congressional Record, Seventy-fifth Congress, Third Session, 
3260. The other sponsors were Senators Bone, Capper, Clark, Donahey, Frazier, 
Hitchcock, Lundeen, Murray, Nye, Shipstead and Wheeler. 
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announced that they would raise the issue in every Congres- 
sional district at the November elections and renew the drive in 
the next Congress. The sponsor of the referendum, Representa- 
tive Ludlow, asked the voters of his district to return him to 
office or reject him upon that issue alone, and upon being 
reélected he stated that he would carry on the fight."® 


3. Neutrality and War Profits 


As another means of keeping the country out of war, some 
members of Congress had devoted much attention in past years 
to certain supplementary legislation of a domestic character. It 
was proposed to make war unprofitable for everyone who sold 
military supplies to the government, and highly burdensome for 
nearly everyone else. As far back as 1930 Congress had created 
a commission charged, among other things, with the task of de- 
vising methods for “equalizing the burdens and removing the 
profits of war.” A number of bills designed to attain these ob- 
jectives had been placed before Congress, but only one of them, 
the McSwain bill, had ever advanced beyond the committee 
stage." 

The problem was dropped in the lap of Congress again in 
January, 1938, and this time by President Roosevelt. In his mes- 
sage supporting the Naval Expansion Bill he asked for “‘legisla- 
tion aimed at the prevention of profiteering in time of war and 
the equalization of burdens of possible war.’’* Out of this sug- 
gestion came the May bill,’* giving the President the power to 
fix prices, control materials, determine priorities, regulate in- 
dustry, draft men into service and, in short, convert the nation 
into a gigantic military machine. It also required the Secretary 
of the Treasury to prepare a schedule of war taxes which would 
“absorb all profits above a fair return.” It was the story of the 

® New York Times, July 18, 1938. 

10 Jbid., December 4, 1938. 

11 The United States in World Affairs, 1934-1935, 258-259; 1936, 115-118. 
The McSwain bill, much weakened by amendments, passed the House in 1935; 
but not the Senate. 

12 See above, Chapter V. 


18H. R. 9604, Congressional Record, Seventy-fifth Congress, Third Session, 
3234, 3661. 
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old McSwain bill once more. Those who believed that wars 
were deliberately engineered by industrialists and financiers 
were now offered another plan to make war profitless; but 
linked with it was a scheme for as complete a regimentation of 
the country as any dictator could wish. The offer was declined; 
the bill aroused so much opposition that no effort was made to 
pass it. 


4. The Spanish Embargo 


The bitterness of the fight on the Ludlow war referendum 
proposal and the closeness of the vote made it inexpedient to 
try to overhaul the Neutrality Act, in spite of the fact that in 
its existing form it seemed to satisfy none of the various schools 
of thought on the subject of neutrality. It was admitted, how- 
ever, that the law, as administered by the President, had served 
very well to reconcile the two conflicting impulses of the Ameri- 
can people—(1) to keep out of war and (2) to make their 
moral weight felt against the growing strength of certain totali- 
tarian states. The invocation of the act in 1935-1936 had caused 
the United States to take sides with Ethiopia against Italy; and 
the omission of the President to invoke it in 1947-1938 was re- 
garded as tantamount to intervention in the Far East in behalf 
of China and against Japan. These results were wholly in line 
with the prevailing public opinion. And even in the case of the 
civil conflict in Spain, where the extension of the act in 1937 
caused the United States to aid the Insurgents at the expense of 
the Loyalists, this result was by no means unwelcome to millions 
who belonged to the Roman Catholic Church in the United 
States. 

So, while there was some dissatisfaction in Congress and 
more in Administration circles with the situation created by this 
legislation, there was no agreement as to what to do about it. 
On various occasions during 1938 the President criticized the 
law as too inflexible for effective application under all condi- 
tions. There was also a growing sentiment throughout the 
country that the victim of aggression should not be barred from 
obtaining weapons for defense. It was for this reason that public 
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opinion acquiesced so readily in the decision of the Administra- 
tion not to put a blanket embargo on arms shipments to the 
Far East. There was even some talk of amending the act by 
a legal exemption of aggressors’ victims from the embargo." 
Nevertheless, in spite of these tendencies, the President 
throughout the year did not consider it expedient to reopen the 
whole question in Congress. 

For whatever the trend of unconscious opinion might be, 
public thinking was very much confused due to a conflict be- 
tween the desire to keep out of foreign broils and the desire 
not to help an aggressor nation. This confusion of thought 
was well exemplified during the discussion of the Ludlow 
amendment. While one group of peace societies was muster- 
ing its strength behind that measure another was petitioning 
Congress and the President to take effective action for “the 
denial of assistance to a treaty violator.” One group was seek- 
ing to weaken the hands of the Executive while the other pro- 
posed to strengthen them, and both believed that they were 
advocating “neutrality.” A third group, less numerous but 
more consistent, went about advocating a total abandonment 
of the new and experimental legislation, which it insisted had 
failed on every test, and urged a return to the traditional policy 
based on more than a century of experience. 

But the real contest at the moment was not between the old 
and the new—the traditional and the experimental. It was 
between the advocates of two different methods of conducting 
the foreign policy of the United States. And it goes without 
saying that while they were apparently fighting over methods, 
they were actually at grips over policy. One faction, the isola- 
tionists, wished to extend the restrictions of the law and make 
it less subject to executive discretion; the other faction favored 
giving greater freedom to the President, knowing full well that 
he might use it to fortify other democratic states against ag- 
gressors. Yet even the isolationists found it hard to stdy within 
the bounds of their own self-denying ordinance. For example, 
there was Senator Nye of North Dakota, the chief spokesman 

14 New York Times, July 10, 1938. 
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for the “‘mandatory” group. To him more than to anyone else 
was due the fact that the new legislation was on the statute 
books.’® Yet, in 1938, while urging that this general legislation 
be further tightened, the Senator himself introduced a resolu- 
tion to repeal the special act of January 8, 1937, which had 
imposed an embargo on arms shipments to either faction in the 
Spanish Civil War, and for which he himself had voted.*® 

Senator Nye’s resolution was so drafted that it would have 
authorized the lifting of the embargo only in so far as it 
applied to the government of Spain; that is, the Loyalist gov- 
ernment recognized by the United States. The ban on arms 
shipments to the Insurgents would not have been affected.” 
By this proposal to change the rules during the conflict the chief 
spokesman for the new-style neutrality was palpably unneutral. 
He maintained some degree of consistency, however, by in- 
serting a provision in his resolution forbidding American ships 
to participate in the hoped-for traffic. Citizens of the United 
States might sell munitions to the Spanish government, but they 
must not incur the risks incident to delivery. This was an exten- 
sion of the “cash-and-carry” idea, but in this case there was 
no provision as to the cash. 

It was not to be denied that the arms embargo against Spain 
had been weighed in the balance and found wanting as a 
measure of even-handed justice. It had been hastily enacted in 
order that the program for non-intervention inaugurated by 
twenty-seven governments under the leadership of Great Brit- 
ain might not be frustrated by shipments of arms from the 
United States. The non-intervention plan, however, had failed 
to work, and in practice both it and the embargo by the 
United States had hurt the Loyalists and had helped the Insur- 
gents. Only the Loyalists were prevented from obtaining arms; 
the Insurgents were well supplied by Germany and Italy in 
disregard of the non-intervention arrangements. 

In the United States friends of the Loyalists urged a repeal 

18 Cf. The United States in World Affairs, 1934-1935, 265 ff. 


16S. J. Res. 288, Seventy-fifth Congress, Third Session. 
17 Congressional Record, Seventy-fifth Congress, Third Session, 7995. 
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of the embargo to correct this discrimination, and they launched 
a forceful and well-financed program to achieve their purpose. 
They argued that a victory for the Insurgents would be a vic- 
tory for Hitler and Mussolini and for all that they represented; 
that it would be a menace to the surviving European democ- 
racies, and that it would increase the threat of Fascism in Latin 
America."® 

The campaign against the Spanish embargo evoked vigorous 
debate. Left-wing groups favored repeal because of their op- 
position to Fascism. Some conservatives opposed repeal because 
they regarded the Loyalists as too friendly to the Soviet Union; 
and influential Catholics opposed it because they believed that 
the Loyalist government was hostile to the Church. The Ad- 
ministration was reported at first as favorable to repeal,’ al- 
though publicly its attitude was noncommittal. On May 13, 
however, when the resolution came before the Senate Commit- 
tee on Foreign Relations, Secretary Hull made it clear that the 
Administration would not recommend any action at that time, 
since a change of policy would offer “‘a real possibility of com- 
plications.” He criticized the proposal as favoring one party 
“while leaving in effect the embargo in respect to shipments 
to the other party,” and suggested that if there were to be any 
revision of the neutrality legislation “it would be more useful 
to reconsider it in its broader aspects in the light of practical 
experience gained during the past two or three years rather than 
to rewrite it piecemeal in relation to a particular situation.”’”° 
The committee promptly agreed to follow Mr. Hull’s sug- 
gestion and postponed action indefinitely on Senator Nye’s 
resolution. 

In the meantime, Mr. Hull incurred criticism from certain 
Loyalist sympathizers in the United States for permitting the 
shipment of airplanes to Germany. It was alleged that in some 
instances the shipments had been diverted for the use of the 
Insurgents. One of the protesting groups was the Committee 


18 Cf. New Republic, XCVII, 185, December 21, 1938. 
19 New York Times, May 5, 1938. 
20 Appendix IV (d@). See also Appendix IV (c). 














THE CONFUSION ABOUT NEUTRALITY 163 


on International Law of the National Lawyers Guild, which 
cited the Treaty of Versailles as banning arms shipments to 
Germany and maintained that the provisions of this treaty had 
been incorporated in the Treaty of Peace later negotiated be- 
tween Germany and the United States. The committee recalled 
that in 1933 and 1934 the Department of State had expressed 
its disapproval of the exportation of arms to the Reich, but that 
since 1935 the National Munitions Control Board, domiciled 
with the department, had issued licenses for such exports. In 
the committee’s opinion this constituted a breach both of the 
Treaty of Peace of 1921 and of the Neutrality Act of 1937. 

Other left-wing groups criticized the licensing of exports of 
airplane engines to Germany, stating that the best and fastest 
motors were built in the United States, and that after making 
large purchases of American models Germany had adapted 
them to her own manufacture.*! These criticisms, however, were 
rather trivial just then, for in the twelve months ending Novem- 
ber 30, 1938, licensed arms exports to Germany had a value of 
only $188,664, compared with $29,611,797 for licensed exports 
to Great Britain and $6,466,849 to France.** The National 
Munitions Control Board reported that during 1937 and 1938 
a number of attempts had been made to export arms and muni- 
tions to certain countries for ultimate transshipment to Loyalist 
Spain in violation of the neutrality laws, but that these efforts, 
except in one instance, had been frustrated.”* 


5. Quasi-Sanctions 


The people of the United States were not so much perturbed 
by the export of airplanes as they were by reports that some of 
the aircraft were being used in attacks on civilian populations, 
certainly in China and possibly in Spain. On several occasions 


21 New Republic, XCVII, 60, November 23, 1938. 

22 National Munitions Control Board, Third Annual Report, 52. 

23 Some forty airplanes had been exported under license to Canada, and from 
there shipped to France and thence to Spain. At the end of the year the question 
of the responsibility for violation of the law on the part of American firms was 
being investigated by the Department of Justice. No shipments had been made 


to the Insurgent forces. National Munitions Control Board, Third Annual Re- 
port, 85-86. 
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Secretary Hull had publicly condemned the bombing of non- 
combatants from the air. At a press conference on June 11 he 
took another step, saying that the Administration disapproved 
not only of the bombings but also of the sale of airplanes to 
the offending countries. On July 1, he went farther and ad- 
dressed a letter to manufacturers and exporters of airplanes, air- 
plane parts and aerial bombs, making it clear that the depart- 
ment would issue export licenses but only “with great regret” 
for shipments to “countries the armed forces of which are mak- 
ing use of airplanes for attack on civilian populations.’”™* 

It was suggested to those who had already entered into con- 
tracts which they felt they could not cancel that they inform 
the Department of State of the terms of their obligations before 
applying for licenses for further exports or before exporting 
under licenses already issued. The response to these suggestions 
was prompt and favorable “with only one outstanding excep- 
tion.”*° Since under the law no licenses could be issued for 
exports to Spain, Mr. Hull’s extra-legal “sanction” applied in 
its operation only to shipments to Japan. There was a steady 
decrease in such exports and by November they had ceased 
entirely. Earlier in the year licenses had been issued for ship- 
ments to Japan valued at $9,000,000."° 

On June 13, two days after Mr. Hull’s denunciation of sales 
of airplanes to the offending countries, Senator Pittman intro- 
duced a resolution condemning the bombing of civilians and 
directing the Committee on Foreign Relations to investigate 
and submit recommendations at the next session of Congress 
as to action which might be taken to check such practices. Since 
Congress, however, was on the point of adjourning and it was 
not practical at such a late hour to obtain funds for the pro- 
posed investigation, the resolution was abridged to a declara- 
tion of the Senate’s ‘unqualified condemnation of the inhuman 


24 National Munitions Control Board, Third Annual Report, 79-80. 

*°The name of the ‘outstanding exception’’ was eventually published. Con- 
sidering the fact that the firm in question had acted within its legal rights, this 
was pretty stiff application of the technique of moral suasion. 

26 National Munitions Control Board, Third Annual Report, 63, 80. 
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bombing of civilian populations,” and it was adopted without 
dissent.** Ordinarily, the adoption of a resolution merely ex- 
pressing a righteous sentiment with which everyone can agree 
is a gesture of little meaning, but in this instance it aided Mr. 
Hull in his efforts to obtain the equivalent of an embargo. 

In checking the sale of airplanes by this method the Adminis- 
tration was accomplishing by informal measures something 
which Congress had not authorized by law. In effect, the gov- 
ernment had singled out a peculiarly obnoxious aggressor and 
had proceeded to apply an embargo on the most important item 
in his war purchases. It is not suggested that Mr. Hull exceeded 
his authority. Congress, to be sure, had indicated clearly that it 
wanted no distinctions drawn between aggressors and attacked. 
But Mr. Hull drew no such distinction. His embargo ran against 
nations which indulged in civilian bombings. And it is impor- 
tant to observe that he did not request American manufacturers 
of air material to stop their sales to Japan until the Senate had 
given the “inhuman bombing of civilian populations” their ‘‘un- 
qualified condemnation.”” Of the total war equipment licensed 
for export to Japan in 1938, over 97 per cent consisted of air- 
planes and their equipment. When the manufacturers and ex- 
porters agreed to discontinue their sales, those who had been 
urging that the restrictions in the Neutrality Act be limited in 
their application only to aggressors had practically obtained 
their wish in so far as the conflict in the Far East was concerned. 
This was indirect intervention rather than strict neutrality.** 


27 Congressional Record, Seventy-fifth Congress, Third Session, 11870, 12602, 

28 Shortly before the government's condemnation of sales of aircraft to nations 
bombing civilians a number of peace organizations urged that it oppose their 
further sale to Great Britain, at that time the largest buyer in the United States. 
It was alleged that Great Britain was one of the worst offenders in this respect 
through her bombings in India. This request brought a denial from the Manchester 
Guardian (weekly edition, June 17, 1938) that there were any bombings in 
India at all comparable with those in China and Spain. When questioned in the 
House of Commons on this point Mr. Chamberlain drew a distinction: “In 
India,” he said, “bombing is never resorted to unless at least twenty-four hours’ 
notice is given to enable tribesmen and their families to evacuate the area... 
I have read that there are numerous caves in the vicinity—and they can even 
go to a safe distance in the open country away from the houses in order to 
escape the effect of bombing.” Parliamentary Debates, House of Commons, 
CCCXXXVII, 395-396, June 16, 1938. 
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Yet it was more in accord with public sentiment than the law 
which envisaged no distinction between the aggressor and his 
victim. 

The Administration not only employed its persuasive powers 
to prevent the sale of American airplanes to Japan, but it did 
something positive for China by granting a loan of $25,000,000 
through the Export-Import Bank to a Chinese trading company 
incorporated in the State of New York. The loan was made 
against gold held in the United States, and although the pro- 
ceeds were not intended for military use but for the purchase 
of goods described as “agricultural and manufactured prod- 
ucts,” it was called ‘‘a regrettable act’ by the Tokyo Foreign 
Office and bitterly denounced in the Japanese press.” It is to be 
noted that while the United States government was extending 
a loan to warring China it would not allow its citizens to do 
something similar for France and Great Britain even when 
they were at peace. The Johnson Act of 1934 forbade the sale 
of new securities of any foreign government in default on its 
existing obligations to the government of the United States.*° 
All the so-called war debtors except Finland were thus de- 
barred from the American money market. To many who were 
perturbed by the march of the totalitarian powers, it seemed 
anomalous that the two leading democratic powers of Europe 
should be prevented from obtaining loans in the United States 
while Japan, for example, might do so if she could attract 
private investors. The Johnson Act, preventing peacetime loans 
to democracies, and the Neutrality Act, requiring equal treat- 
ment for treaty-breakers and treaty-observers, seemed in the 
opinion of the New York Times to compel the United States 
government deliberately to handicap those who shared its faith 
in free government and its respect for law and order.** 

The exact status of the country’s neutrality seemed still more 
of an enigma when it was considered in connection with the 
policy of not recognizing changes or situations brought about 


29 New York Times, December 16, 17, 18, 20, 1938. 
80 The United States in World Affairs, 1934-1935, 69 ff. 
31 New York Times, March 20, 1938. 
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in violation of treaties to which the United States was a party. 
This was another quasi-sanction to which the United States had 
consistently adhered since the enunciation of this policy by 
Secretary Stimson in 1932. The other American republics re- 
affirmed it in their Declaration of Solidarity at the Buenos 
Aires Conference i1 1936.7 So long as the Pact of Paris out- 
lawing war was regarded as still in force, the United States 
was committed to regard any war-provoking nation as a treaty- 
breaker and to withhold recognition from the fruits of its ag- 
gression. On the other hand, so long as the war was in progress 
the United States was obligated under the Neutrality Act to 
pursue a course which might in practice be tantamount to inter- 
vention on the treaty-breaker’s behalf. Only after the war was 
over and the spoils of victory were securely in the hands of the 
aggressor could the United States government give positive 
expression of its disapproval by applying the principle of non- 
recognition. The horse would have been stolen with material 
assistance from the United States; somebody at a desk in Wash- 
ington would then have the empty satisfaction of locking the 
stable-door. 

The inconsistency here did not lie in the use of the principle 
of non-recognition but in grafting upon this policy another 
which did not conform to the realities. When the United States 
government withheld recognition from “Manchukuo’” it was 
telling the world that Japan had broken her solemn obligations 
and that it would not, by formally consenting to the new 
situation, help her to profit from conquest. The United States 
was likewise committed in advance to refrain by the same 
method from an implied consent to Japan’s military conquest 
of China proper. Therefore it was only the omission of the 
belligerents to make a formal declaration of war which spared 
Washington the contradiction of giving moral support to China 
after the war and material support to Japan during it. Mr. 
Hull’s explanation of why the Neutrality Act had not been 
invoked in the Sino-Japanese conflict was much to the point: 
“After mature deliberation the conclusion was reached that in 

82 Cf. The United States in World Affairs, 1936, 213. 
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the circumstances attending the controversy in. the Far East— 
a type of circumstances which the authors of the legislation 
could scarcely have visualized—application of the law would 
be most likely to endanger the very objectives which the law 
was designed to promote.’ 


6. The Workings of the Democratic Process 


What can such a statement mean—that the application of a 
law of the Congress of the United States in one great area of 
American interest would be most likely to endanger the very 
objectives of the law itself? Or to put it another way—that its 
application would have consequences which the legislators 
never contemplated ? It can mean this, for one thing: that mem- 
bers of Congress did not foresee a war by Japan or China 
proper, and that, if they had foreseen it, they would have 
drafted different legislation. Or it can mean this: that the 
framers of the law never had it in mind that China should be 
deprived of the power to obtain arms and credits in the 
United States when engaged in fighting off a Japanese invasion. 
Or it can mean this: that Congress did not intend that, in case 
of such a war, Japan’s large merchant fleet would be authorized 
to come to the United States and get food, manufactured goods 
and raw materials, paying for them in cash, while Japan used 
her naval superiority to prevent China’s few ships from doing 
the same thing. And finally, it can mean that an application of 
the law would help Japan in her career of conquest, and make 
her a more formidable enemy in that other war which many 
Americans in 1938 believed to be inevitable. 

And now after all this tortuous effort to try to fathom just 
what may have been in Mr. Hull’s mind when he made his 
statement, the authors hasten to add that they do not believe 
the American people as a whole read that statement carefully, 
or that they have the slightest interest in the hard-won exegesis 
of the foregoing paragraph! These same people, somehow, 
knew away down deep just where they wanted to stand on the 


88 Department of State, Press Release (in mimeograph form only), March, 17, 
1938; New York Times, March 18, 1938. 











THE CONFUSION ABOUT NEUTRALITY 169 


Chinese-Japanese issue. They were not neutral. They didn’t claim 
to be. And in their opinion what the President and Mr. Hull 
had done was O.K. 

It has frequently been said that the reason why the Neutrality 
Act would not work in the Far Eastern situation was because 
it was framed to meet a very different emergency—that of a 
general war in Europe. Now if its provisions were, in fact, 
suited to serve the interests of the United States in such a 
cataclysm, then there was certainly no need to change one word 
of the law. For all through 1938, except for the relief afforded 
by the ‘‘false armistice’ at Munich, the Western World seemed 
to move closer and closer to its day of destruction. But, strangely 
enough, as the distance to catastrophe shortened and a war be- 
came more likely than ever, there was agitation in the United 
States not only to make the law more strict (as one would ex- 
pect), but to make it more flexible—to permit the sale of 
munitions under the act to those who could pay cash for them 
and carry them away, and even to give the President power to 
name an aggressor state and embargo all shipments to it. 

Any such radical change in the law was certain to arouse 
violent controversy in Congress; and the outcome of such a 
contest was unpredictable. Nevertheless it can be said without 
fear of contradiction that by the end of 1938 American senti- 
ment in favor of England and France was incomparably greater 
than it was in 1914, that nine people out of ten made no pre- 
tense of being neutral in mind, that they began to fear more 
and more that “Germany was out to dominate the world,” and 
that if this should prove to be the case the United States would 
have an important stake in that struggle. 

What had happened to the Neutrality Act in the Far East 
when the American people had once made up their minds had 
become a matter of history. What would happen in case of a 
European war remained to be seen. But the enlightenment, 
whatever it might be, was bound to come if that war came, 
and the American people would act accordingly. 
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CHAPTER SEVEN 
TRADE AS AN INSTRUMENT OF POLICY 


By NEUTRALITY legislation the United States government en- 
deavored during 1938 to avoid being drawn into war overseas, 
and by rearmament it endeavored to keep war away from its 
own shores. Both these policies were isolationist in that they 
gave no positive tone to the conduct of foreign relations. They 
seemed designed for the sole purpose of avoiding trouble after 
it had broken out in some other part of the globe. Neverthe- 
less, the unneutral verbal castigations which the Administra- 
tion in Washington applied from time to time to the totali- 
tarian powers provided the isolationists with something to 
shake their heads over; and some of them suspected that one 
fine day a greatly expanded navy, like Douglas Corrigan, might 
appear in Europe, when it was supposed to be on the Pacific 
Coast. 

Those in the United States who did not take much stock in 
isolation—or insulation—but believed that the best way to keep 
out of war was to keep war from breaking out, could find little 
reassurance in storm-cellar neutrality or in a program of defen- 
sive armament. A “‘two-ocean navy” would take years to real- 
ize; and in the meantime, long-range epithets did not seem to 
make the dictators tremble in their boots. But there was one 
policy pursued in Washington which they, and indeed most 
Americans, approved; they applauded Secretary Hull whenever 
he repeated that the “only secure foundation for a stable struc- 
ture of peace” was the rehabilitation of world commerce 
through more liberal trade policies. They applauded for various 
reasons, but especially because Mr. Hull did not stop with mere 
preaching; he gave hands and feet to his doctrine. Within four 
years he had negotiated agreements with nineteen countries for 
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a reciprocal lowering of tariff barriers.’ Persistent and unper- 
turbed, the Secretary of State never lost sight of two objectives. 
First he hoped to aid world recovery by freeing commerce from 
the shackles forged for it during the stress of depression and 
the growth of totalitarian rule. But to him this meant more 
than a larger volume of trade and fuller employment; he be- 
lieved that as economic conditions improved throughout the 
world the danger of another major war would recede. Mr. 
Hull’s second objective, therefore, was represented by his 
“standing offer to other nations to join with us in a determined 
effort to promote economic appeasement and security.’”* It was 
no accident that international relations began to deteriorate 
and nationalism began to expand just as the debtor nations 
began to feel the pinch of hard times. In economic and military 
self-defense they sought to become more self-sufficient. In doing 
so they lowered their living standards and increased their mili- 
tary output. Each successive step in this process called for fur- 
ther steps in the same direction. Autarchy tended to grow by 
what it fed upon, and it brought neither prosperity nor peace.* 

From 1933 until mid-year of 1937 world trade had been 
slowly expanding, until in the latter year the volume* was 
nearly equal to that of the boom period of 1929. In 1937 there 
were also a few signs of an easing of trade restrictions. Among 
the great powers Germany, Great Britain, Italy and Japan re- 
duced some of their duties, but mainly to check the rise in liv- 
ing costs or the cost of materials for rearmament. A more gen- 
eralized example of the move for freer trade appeared in the 
Oslo agreement, under which Belgium, the Netherlands and 
the Scandinavian countries obligated themselves not to raise 
tariff duties further and to undertake to moderate their quota re- 
strictions.” In April of that year the governments of France and 

1Cf. Appendix V (a). 

Cf. Mr. Hull's radio address of February 6, 1938, under the auspices of 


the Economic Policy Committee, Department of State, Press Release (in mimeo- 
graph form), February 7, 1938. 

3 Cf. Raymond Leslie Buell, “The Hull Trade Program and the American 
System,” World Affairs Pamphlet, No. 2, April, 1938. 

* But not the value, because of lower prices. 

5 The United States in World Affairs, 1937, 94-95. 
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Great Britain asked M. Paul van Zeeland, Premier of Belgium, 
to investigate the feasibility of obtaining the further removal 
of obstacles to international trade.® 


1. A Return to Restrictions 


M. van Zeeland’s report appeared early in 1938, only a year 
later, but by then the trend toward economic collaboration had 
run its course. His analysis of the ills afflicting trade was thor- 
ough, and his recommendations were basically sound, but the 
world no longer was in the mood to listen to them. Shortly 
before the report was published economic conditions had shown 
a turn for the worse, and foreign trade incurred its first impor- 
tant setback within five years. The trade controls which were 
being relaxed in 1937 were tightened again as business receded. 
Because of bumper crops and declining prices nearly a dozen 
countries imposed stricter quotas on imports of agricultural 
products, and a number also resorted to subsidies and bounties 
to encourage the export of such commodities. By the middle of 
1938 the Oslo agreement, which in the preceding year had been 
hailed as a heartening example of collective effort for economic 
appeasement, was allowed to lapse because “world conditions” 
were not favorable to its continuance.’ Near the end of the year 
the Netherlands government, one of the signatories of this 
agreement and traditionally a low-tariff country, openly avowed 
the adoption of a protectionist policy.® 

The countries of Latin America, whose prosperity had always 
depended on the export of raw materials at a fair profit, were 
severely hit by the decline of prices in 1938, and in order to 
protect their trade balances and the stability of their currencies 
they resorted to new forms of import licenses and exchange 
restrictions applicable to transactions in certain commodities or 
to imports from countries with which their trade balances were 


® The United States in World Affairs, 1937, 111. 

7 United States Tariff Commission, Annual Report, 1938, 2 ff.; Henry Chalmers, 
“Foreign Tariffs and Commercial Policies during 1938," Commerce Reports, Feb- 
ruary 4, 1939. 

® Many of the Netherlands duties, however, had actually been on a protective 
basis since the acute period of the great depression. Chalmers, Joc. cit. 
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unfavorable. In Mexico, where the depression was unusually 
severe, partly because of crop failures in the preceding year and 
partly because of radical innovations in government policy,° it 
was found expedient to subsidize the importation of necessary 
foodstuffs and to meet the cost with a special export duty on 
other products. 

In some instances international political complications also 
played a part during 1938 in raising trade barriers. Japan, for 
example, because of her conflict with China, restricted her im- 
ports to absolute necessities and placed her exports under strict 
regulation. At the same time, because of her control of the sea- 
coasts of China, she curtailed the trade of other nations with 
that country. In Europe, too, the annexation of Austria and the 
partitioning of Czechoslovakia by Herr Hitler were in no re- 
spect conducive to an expansion of the world’s commerce, since 
these operations widened the area of totalitarian autarchy and 
gave Germany greater power to enforce her “egenartig’” trade 
practices on other countries. 


2. The German Trade Offensive 


In spite of her uncompromising methods, Germany failed to 
obtain any notable increase in her share of the world’s trade. 
Her greatest gains were made in Southeastern Europe and in 
certain countries of South America, but the buying power of 
both these areas was relatively low and the benefit to be de- 
rived from winning their markets was necessarily limited. In 
her dealings with economically backward countries Germany 
appeared to be more interested in obtaining needed raw mate- 
rials without having to pay for them in foreign currencies than 
she was in developing closer commercial relations on the basis 
of mutual advantage. Her technique in trading with the Balkan 
states may be cited as an example. In these countries she would 
place orders for staple products like grain and tobacco far in 
excess of her immediate consumption requirements. She could 
pay for them only in her own products, and in due course the 
governments of the supplying countries perceived the need of 

®Cf. Chapter IX. 
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encouraging the purchase of German goods in order to thaw 
out frozen credit balances. They would refuse, therefore, to 
allot foreign exchange or to grant import licenses for the pur- 
chase of goods from other countries when such goods were 
obtainable from Germany. 

Meanwhile, the German authorities, noting the desire of 
their creditors to obtain prompt payment, began to withhold 
from them goods of which they were in need but which could 
be readily sold in other markets for cash and to offer them only 
goods for which Germany could find no ready markets else- 
where. Hence the stories of Yugoslavs being paid for their 
wheat with large quantities of aspirin and the Rumanians re- 
ceiving payment in typewriters for their grain and oil.’® In 
this way Germany also disposed of much obsolete war equip- 
ment in the Balkans and in South America and incidentally de- 
veloped a demand from these countries for replacement parts 
and ammunition." But the system was utilized in still another 
way. After accumulating large stocks of primary materials Ger- 
many sometimes disposed of them at bargain prices to other 
countries which could supply her with badly needed foreign 
exchange. In this way she deprived the producing countries of 
their accustomed markets, and their only alternative was to sell 
to Germany again and take still more of her goods in payment. 
Both Brazil and Colombia underwent such experiences in their 
sales of coffee to the Reich. 

Germany was able to continue buying, or bartering, in this 
fashion partly because she offered a premium above the world 
price for her purchases and partly because her methods had 
made it more difficult for producers to sell elsewhere.’ Deals 
at prices above the world market really indicated a deprecia- 
tion of her currency and were made to the immediate hurt of 
her own people, who were compelled to foot the bill in higher 
costs of living or in reduced income. Such methods, as applied 


10 Economist (London), CXXXIII, 264, November 5, 1938. 
11 Tbid, 
12Cf. statement of Robert S. Hudson, Secretary of British Department of 


Overseas Trade. Parliamentary Debates, House of Commons, CCCXLII, 501-502, 
November 30, 1938. 
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by Germany, obviously involved drastic government supervision 
over both the volume and the character of foreign trade. They 
could work in the Reich for two reasons: first, because they 
fitted easily into the German economic system with its regimen- 
tation of industry; and secondly, because the other leading 
commercial countries did not copy these tactics but permitted a 
relatively free interchange of goods. Universal regimentation 
along German lines would have virtually wiped out all normal 
foreign trade. Over two-thirds of the trade of the world was 
still carried on by methods of open competition, and a large 
and flexible volume of commerce thus served as a cushion 
against which the Nazi economy could butt its head without 
fatal results. 

Although the German system worked, the possibilities of its 
extension were limited. Its essential feature, a balanced ex- 
change of commodities, did not meet the full requirements of 
debtor countries; they needed a surplus of exports over imports 
in order to maintain service on their external obligations and 
to pay for shipping services, insurance and other “‘invisible 
items” in their international accounts. No debtor nation, there- 
fore, could conduct a large proportion of its trade on the Ger- 
man barter basis without incurring great difficulty in making 
these outgoing payments and even risking a depreciation of its 
currency. And since the countries with which Germany made 
barter or compensation agreements were debtors, it was evident 
that the method was self-limiting. Germany did increase her 
trade to some extent in Latin America and much more so in 
some parts of Europe, but the total gains were on a moderate 
scale. 

There was certainly no statistical indication that the United 
States was losing her trade position in Latin America as a 
whole. In 1937, when world trade was making substantial 
gains, imports of German goods by twenty Latin American 
countries were 28 per cent greater in value than in the preced- 
ing year. This gain, however, was no more than the average for 
all countries participating in this trade, while for the United 
States the gain was 4o per cent, and for the Netherlands and 
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Belgium it was respectively 43 and 35 per cent. Approximately 
a third of the imports into Latin America in 1937 came from 
the United States, and this country and Great Britain to- 
gether supplied about one-half. Germany’s proportion in both 
1936 and 1937 was 15 per cent, while that of the United States 
in this two-year period rose from 31 to 34 per cent.” 

Germany’s gains in Latin America were most marked in 
Brazil, Chile and Peru. Only in Brazil and Mexico did she seem 
to be winning markets at the expense of the United States, and 
in some countries, notably in Argentina, Colombia and Uru- 
guay, she had not recovered the trade position she held before 
the World War.’* There were specific cases, however, in which 
United States exporters felt the impact of the German drive, 
and the Department of Commerce in Washington received 
numerous complaints of unfair competition, especially in the 
sale of hardware, machinery, vehicles and structural steel, be- 
cause of Germany’s barter and subsidy arrangements. 

The German method was wholly at variance with Secretary 
Hull’s policy of seeking to promote a freer all-round exchange 
of products by means of cumulative multilateral concessions. 
At the end of 1938 the United States had ten reciprocal trade 
agreements in effect with Latin America alone, and except in 
the case of the special arrangements with Cuba, the trade privi- 
leges which she had granted were extended to all other coun- 
tries which were not discriminating against her trade. Germany 
and Australia were the only countries from which most- 
favored-nation treatment had been withheld because of such 
discrimination. Late in 1937 Australia abolished the restric- 
tions which she had imposed specifically on products from the 
United States in order to reduce her unfavorable trade balance, 
and on January 27, 1938, she was restored to the list of nations 
entitled to most-favored-nation treatment.'® The Reich re- 


18 Cf. Appendix V (b). 
14 Percy W. Bidwell, “Latin America, Germany and the Hull Program,” 
Foreign Affairs, XVII, 374-390, January, 1939. 


18 New York Times, January 28, 1938. Cf. also The United States in World 
Affairs, 1936, 162-165. 
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mained on the “blacklist” and thus had the dubious distinc- 
tion of being the only country unable to obtain any benefit from 
the tariff concessions made to other countries, including its 
neighbors, France, Switzerland, Belgium, the Netherlands, Fin- 
land and Sweden. 

Germany clearly did not relish this exclusion. As far back as 
1936 she had offered to negotiate a trade treaty with the United 
States, but as the offer contemplated an exclusive exchange of 
privileges and rejected the most-favored-nation principle, which 
was an indispensable feature of the Hull plan, it was rejected. 
Thereafter the German Embassy in Washington undertook no 
fresh negotiations but repeatedly indicated its willingness to 
renew discussions. At least three times during 1938 Dr. Wal- 
ther Funk, the German Minister of Economics, took public 
notice of the importance of trade relations with the United 
States. He did so in opening the Leipzig Fair in March, call- 
ing attention to the fact that in spite of her “blacklisting” Ger- 
many was still one of this country’s best customers.'® Again in 
August he defended the Nazi barter system, saying that world 
trade was ‘‘no longer based on international dependencies but 
on national economic energies,” and that the success already at- 
tained by Germany was a sufficient answer to Secretary Hull, 
whose methods he characterized as ‘“‘dollar politics.’ Again in 
October, while on a visit to Istanbul, Dr. Funk told newspaper 
men that he hoped soon to begin negotiations with the United 
States for a barter agreement similar to the one negotiated with 
Great Britain.”® 

Dr. Funk obviously did not properly appraise the tenacity of 
Mr. Hull. Between the two systems there seemed to be no mid- 
dle ground. Under the American plan of generalized conces- 
sions, every trade privilege which Germany gave to any other 
country would also be extended to the United States. This prin- 
ciple clashed violently with the whole Nazi economic program. 
No compromise was possible, and it was not in the cards that 

16 New York Times, March 7, 1938. 


17 Tbid., August 22, 1938. 
18 Tbid., October 12, 1938. 
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either side should surrender position and principle to the 
other. 

The main reason for Germany’s efforts to cultivate better 
trade relations with the United States was to be found in the 
unsatisfactory state of her internal economy. Heavy military 
requisitions during the summer and autumn of 1938 had inten- 
sified the scarcity of raw materials and checked many manufac- 
turing operations.’® Weakness in the Berlin stock exchange 
reflected the uncertain state of domestic business and the grow- 
ing tenseness of the international situation. On the eve of the 
Sudeten crisis Dr. Rudolph Brinkmann, a member of Dr. Funk's 
Economics Ministry, delivered an address before the American 
Chamber of Commerce in Berlin, in which he painted a bright 
picture of the benefits to the United States of more trade with 
the Reich. Germany, he said, was ready to buy three or four 
million bales of cotton yearly, as well as large quantities of 
wheat and meat products, and would also be able to improve 
the service on her debts to American investors if only the Amer- 
ican people would buy more German goods. In such a large 
market as that of the United States he was sure that these goods 
could be absorbed without difficulty. 

When the substance of this speech was reported in the 
American press, Washington spokesmen pointed out that when- 
ever German officials discussed their trade with the United 
States they made a practice of ignoring their “invisible ex- 
ports,” which consisted of immigrants’ remittances to Germany, 
ocean freight and passenger payments and millions of dollars 
spent there by American tourists. To overlook these items and 
arrange for a balanced exchange of commodities alone would 
by no means settle accounts. And as for the service on the debts 
due to American investors, it was stated that Germany could 
easily manage that but for her heavy expenditures for arma- 
ment. Furthermore, foreign exchange had always been obtain- 
able for the purchase and repatriation of German dollar bonds 
selling in the American market for a mere fraction of their 
issue price; and British, French and other foreign holders of 

19 Cf, Chapter V. 
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German obligations were receiving more liberal treatment than 
were American investors.” 

The mere fact of government control of foreign trade was 
not responsible for the impasse in German-American trade re- 
lations. In the case of Soviet Russia trade was controlled by the 
government to a greater degree than in the Reich; yet Wash- 
ington and Moscow had been able to meet the trade problem 
by an agreement under which the Soviet government would 
buy through its own agency a stated amount of goods produced 
in the United States and in return the United States would ex- 
tend to Russian goods the tariff concessions made in reciprocal 
agreements with other countries. The German authorities, how- 
ever, demanded more than this; they were talking about tak- 
ing a certain amount of American products only if the United 
States would accept an equivalent value in German goods and 
also grant them the most-favored-nation treatment which their 
bilateral system prevented them from giving in return. 


3. The American Counter-Attack 


Save in the case of three or four countries, the United States 
apparently had no reason to be greatly disturbed by a German 
trade threat in South America, for her own export trade to 
the whole area was increasing at a more rapid rate than was 
that of the Reich.** It was not the immediate situation so much 
as the possible long-run effect of the bilateral trade balancing 
which gave rise to anxiety. In spite of the obvious limitations 
of these peculiar and exclusive methods, Germany was threat- 
ening to nibble away more and more of the free competitive 
markets. Furthermore, she was suspected of sending something 
besides goods to these countries. Mr. Bernard Baruch’s observa- 
tion that ideologies follow trade just as trade follows the flag 
was frequently quoted in the American press, and there were 
fears that Nazi ideas were reaching Latin America along with 
Nazi goods. 


At the beginning of 1938 Washington was devoting much 


20 New York Times, August 18, 19, 1938. 
21 Bidwell, Joc. cit. 
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attention to ways and means of meeting this threat. The year 
was still young when a commercial agreement was concluded 
with Chile, one of the countries in which the Germans were 
making trade gains. Under this pact the United States obtained 
most-favored-nation treatment not only in tariff matters but also 
in the matter of import quotas and the allocation of foreign 
exchange. The pact was signed on January 6 and went into 
effect provisionally on February 1, pending ratification by the 
Chilean Congress. This was not one of the Hull agreements 
providing for reciprocal tariff concessions but it was intended 
to stimulate trade by assuring American exporters equal treat- 
ment in the application of trade rules and regulations. The two 
governments planned eventually to supersede this preliminary 
arrangement either with a reciprocal trade agreement or a more 
formal commercial treaty.** 

A few days after arranging terms with Chile the Department 
of State announced that the United States and Brazil had set 
up two committees representing trade interests in both coun- 
tries to study the operation of their reciprocal agreement, which 
had been in effect since January 1, 1936, and to recommend 
methods for removing obstacles to the natural development 
of their commerce. One committee was to sit in Washington 
and the other in Rio de Janeiro. From the American point of 
view the spirit and purpose of the trade agreement had been 
violated by the barter arrangements between Brazil and Ger- 
many. The subsidizing of exports by the Reich excluded com- 
petition in many lines by exporters in the United States, and 
this was regarded as inconsistent with the most-favored-nation 
treatment contemplated in the pact with the United States. 
Other inconsistencies appeared in a special tax on exchange 
derived from export bills and in the failure to provide sufficient 
exchange to meet payments for exports from the United States, 
although this country was Brazil’s best customer.?* From time 
to time, however, American exporters were assured that they 


22 Bulletin of the Pan American Union, LXXII, 309-310, May, 1938; Journal 
of Commerce (New York), January 7, July 18, 1938. 
23 New York Times, January 23, 1938. 
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would receive preferential treatment over Germany and other 
countries, and in October a regulation by the Bank of Brazil, 
while not guaranteeing quicker payments to American creditors, 
at least promised a sixty-day advantage.** 

Brazil’s dependence on European as well as American mar- 
kets made it difficult for her to resist the German trade offen- 
sive. The decline in the world prices of her principal products 
forced her late in 1937 to suspend once more the service on her 
foreign debt and to resort to more rigid exchange control. For 
the first half of 1938 she had the novel experience of a large 
unfavorable balance of trade—an import surplus equivalent in 
American money to $6,800,000, compared with an export sur- 
plus of $15,000,000 in the corresponding period of the preced- 
ing year. For a debtor country this was an unhappy situation. 
Both Brazil and Germany were desperately in need of export 
outlets—for raw materials in one case and for manufactures in 
the other—and conditions were unusually favorable for strik- 
ing some sort of bargain. As she had done so often in South- 
eastern Europe, Germany utilized the opportunity to buy Brazil- 
ian raw materials far in excess of her agreed quota. She took 
coffee, cotton, cocoa, rubber and tobacco and paid for them 
with “aski” or barter marks, good only for products purchased 
in Germany.” 

By mid-year of 1938 Germany had taken not only her whole 
year’s cotton quota but had placed orders for an additional 40 
per cent, offering the usual barter marks. Under the impetus 
of this buying, imports from the Reich ran slightly ahead of 
imports from the United States. The Brazilians took payment in 
such articles as coal, machinery, electrical equipment, office 
supplies and automobile accessories, all of which were com- 
petitive with goods made in this country. Nevertheless, the 
Brazilians were not buying these goods fast enough to balance 


24 New York Times, October 17, 1938. 

25 For a description of the technique employed by Germany for subsidizing 
exports cf. The United States in World Affairs, 1934-1935, 86 ff.; 1936, 163-165. 
The “‘aski” or barter marks were quoted at a discount and were in effect a form 
of currency depreciation which Germany could vary in different countries as her 
interests required. This system had obvious advantages over a general deprecia- 
tion of the mark. 
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Germany's purchases, and the Bank of Brazil accumulated a 
huge stock of barter marks (estimated at 40,000,000 to §0,- 
000,000) which it had purchased from exporters, thus supply- 
ing them with funds in advance of a payment in goods by 
Germany. In this way Germany was obtaining goods on credit 
and forcing the selling country to finance the transaction. 

The Brazilian government attempted to check the further 
increase of German debts in this fashion by refusing first to 
sell more cotton on credit, and then on June 12 it went the 
whole way and insisted on cash for everything. This was done 
through the Bank of Brazil, which announced that it would 
discontinue its purchases of barter marks for the time being. 
With war clouds again gathering over Europe and increasing 
the hazard of obtaining payment, this step seemed to be dic- 
tated by ordinary prudence; but the Reich government chose 
to regard it as an affront and retaliated by ordering the com- 
plete suspension of purchases from Brazil.*° Whether this deci- 
sion was due to a persecution complex, which Nazi officialdom 
was carefully nurturing among the people, or to a bad con- 
science, or both, Berlin sought a scapegoat. According to the 
German press, Brazil was not wholly to blame; the real culprit 
was the United States, which was accused of employing ‘‘dollar 
diplomacy” to deprive the Reich of its fair share of Latin 
American trade. This was not a new story; the same accusation 
had been leveled at Great Britain and France in connection 
with trade in Southeastern Europe.** 

In its sudden decision to cut off all purchases from Brazil, 
the German government played a high trump card. In the de- 
pressed state of international trade the Brazilians could not 
afford to lose the German market to rival nations, notwith- 
standing slow pay and the necessity of taking unneeded Ger- 
man products. On July 20, therefore, the Bank of Brazil an- 
nounced its willingness to accept barter marks obtained from 
the export of commodities other than cotton and cocoa, and 


26 New York Times, July 13, 1938. 
27 Commercial and Financial Chronicle, CXLVII, 313, July 16, 1938. 
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the trade war was halted.”* The restriction on cotton-bartering, 
however, remained in effect until November, when on the in- 
sistence of the Brazilian cotton-growers it was removed.”® The 
incident was significant as an illustration of the application of 
Realpolitik in the field of international trade. Such a policy 
would naturally be most effective when applied to dealings with 
industrially backward countries searching for markets for their 
raw materials in order to avoid domestic troubles. By bartering 
with Germany these countries were not only compelled to close 
their doors to many categories of exports from other nations, 
but by increasing their economic dependence on the Reich they 
might also reduce their power to withstand political pressure 
from that quarter. 

In two respects these developments were of importance to 
the United States. In the first place, by her trade tactics, subtle 
at times but also savage when obstacles were encountered, Ger- 
many had shown her ability to nullify certain advantages which 
the Hull agreements had won for American exporters. It was 
of slight benefit for them to obtain lower duties on their prod- 
ucts if their prospective customers were virtually forced into 
taking German goods through barter arrangements. Still more 
important was the possible effect of these methods on inter- 
American relations. Economic domination might prove in prac- 
tice to be a concealed form of political domination; and the 
Monroe Doctrine denounced not only military and political en- 
croachment by European powers against the nations of the New 
World but all interference which might result in “controlling 
in any other manner their destiny.” 

In Argentina Germany made no such commercial inroads as 
she did in the neighboring country of Brazil. Here she fell 
behind both Great Britain and the United States. The British 
had generally been the chief suppliers of the Argentine mar- 
kets, although in certain months, as during 1938, they had 
yielded first place to competitors from the United States. A 

28 New York Times, July 21, 1938. 


2° Times (London), November 14, 1938. 
80 The United States in World Affairs, 1937, 134-135. 
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reciprocal trade agreement between Argentina and the United 
States had not proved practical because of a system of exchange 
control imposed by the Buenos Aires government giving prefer- 
ential treatment in the allocation of exchange to the countries 
which were the chief buyers of Argentine products. Because 
these products were mostly of the same sort as were produced 
on farms in the United States, this country offered Argentina 
a relatively limited market. Beginning in 1936, Argentina de- 
clined to offer exchange at the official rate to pay for imports 
from the United States and compelled importers to obtain their 
dollars at a higher rate in the open market. Under this ruling 
American goods suffered a price disadvantage of approximately 
20 per cent.** 

Exporters in the United States complained that this differen- 
tial was a discrimination in favor of other countries. The Ar- 
gentine authorities admitted that the system placed a handicap 
on imports from the United States but they denied that it was 
discriminatory inasmuch as it was applied impartially to every 
country which had an export surplus in trade with theirs.*° 
While the system was an obstacle to the negotiation of a trade 
agreement with the United States, since it would have pre- 
vented the extension to this country of most-favored-nation 
treatment in an important trade practice, it was at least advan- 
tageous to American holders of Argentine bonds. It was em- 
ployed mainly to enable the government to maintain service on 
its external debt without weakening the exchange value of its 
currency. Argentina maintained both interest and sinking fund 
payments throughout the depression, and because of this good 
record she had been able to refund some of her obligations 
with a substantial reduction of the interest charges.** 

81 Herbert M. Bratter, “Foreign Exchange Control in Latin America,” Foreign 
Policy Reports, X1V, 277-278, February 15, 1939. The resentment aroused in 
Argentina by the embargo imposed by the United States on imports of her beef 
through rigid quarantine regulations had probably added another obstacle to 
the negotiation of a trade agreement between the two countries. Cf. The United 
States in World Affairs, 1937, 145-146. 

82In 1938 the value of United States exports to Argentina was $86,772,000, 


and that of imports from Argentina was $40,707,000. 
88.Cf. Journal of Commerce (New York), October 18, 1938. 
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Early in 1938 Secretary Hull announced that “informal and 
preliminary” discussions had been initiated with Argentina 
looking to the negotiation of a reciprocal trade agreement. In 
late November he stated that no conclusions had been reached 
and that discussions had not yet advanced to the stage where 
the Department of State could even announce the attainment 
of the formal stage of procedure designated as “intention to 
negotiate.’’** But renewed interest was aroused in the possibility 
of an agreement when news came from Buenos Aires in De- 
cember that the government there had set up a special inter- 
departmental committee to investigate the effects of existing 
commercial treaties and to recommend desirable revisions and 
also the negotiation of new pacts. 

In the meantime the Department of State gave official notice 
of “intention to negotiate” a new agreement with Cuba to 
supplement the one which became effective on September 3, 
1934.*° This announcement followed a visit to the United 
States of Colonel Fulgencio Batista, Chief of Staff of the Cuban 
army, and the real ruler of the island republic.** The agree- 
ment of 1934 had brought substantial improvement in the 
trade between Cuba and the United States, but the Cubans de- 
sired further concessions in the duties on sugar and tobacco. 
The tariff concession extended to Cuban tobacco had lapsed in 
1936, since it had been linked with certain features of the 
Agricultural Adjustment Act later declared unconstitutional by 
the Supreme Court. The tobacco producers desired a restora- 
tion of their former advantages. In the case of sugar the 
amount of further benefit was limited. The maximum re- 
duction permitted in the Trade Agreements Act in any ex- 
isting tariff rate was 50 per cent, but the duty had already 
been cut from 1.5 cents a pound to 0.9 of a cent and it could 
be reduced no lower than to 0.75 of a cent. It was made 
plain by the Department of State that no general revisions 


84 New York Times, November 23, 1938. 


85 Department of State, Press Releases, XIX, 398-400, December 3, 1938. 
86 Cf. Chapter X. 








186 THE UNITED STATES IN WORLD AFFAIRS 


but only a few readjustments in the existing pact were con- 
templated.” 

One other trade agreement with a Latin American country 
had already been modified during the year. Because of Nica- 
ragua’s difficult financial position at the beginning of 1938 that 
country obtained the consent of the United States to the suspen- 
sion of certain provisions of the pact. This modification became 
effective on March 11, 1938, after the agreement had been in 
operation for about eighteen months. The other terms remained 
in force, and the government of Nicaragua expressed a desire 
to restore or revise the suspended provisions when improved 
economic conditions made this feasible. It also stated that while 
the gold value of its paper currency would be reduced in esti- 
mating customs duties it did not contemplate any increase in 
the basic tariff rates on goods from the United States covered 
in the tariff agreement.** 

By midsummer the American counter-offensive was making 
headway. On July 12 the Department of State gave notice of 
“intention to negotiate” a trade agreement with Venezuela, 
and on August 6 it signed an agreement with Ecuador, bring- 
ing the total number in effect with Latin American countries 
to ten.*® The agreement with Ecuador carried a number of valu- 
able concessions by each country, both in lowered rates and in 
safeguards against increases in the duties on specified articles. 
The signatories also gave mutual pledges of non-discriminatory 
treatment, and in the case of Ecuador this was of especial in- 
terest because of that country’s previous dependence on barter 
arrangements with Germany for an outlet for much of its 
produce. 

Mr. Hull’s attempt to help manufacturers sell more goods 
in Latin American markets by the lowering of trade barriers 
were seconded by the government-owned Export-Import Bank. 
For several years after its establishment the bank had devoted 


87In addition to sugar and tobacco, the department's announcement listed 
only rum and potatoes. 


88 Department of State, Press Releases, XVIII, 249-250, February 12, 1938. 
89 See Appendix V (a). 
4° New York Times, October 11, 1938. 
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its major efforts to developing trade with Europe, and it was 
not until 1938 that it became especially active in promoting 
business with other American countries. One of its initial steps 
in this new policy was the extension of credit to the amount 
of $5,000,000 to the government of Haiti for a public works 
program which called for the purchase of building materials 
in the United States.** Plans were also projected near the end 
of the year for a loan to Cuba, following the visit of Colonel 
Batista to Washington. It was unofficially reported that part 
of the loan would be expended on defense projects in which 
the United States was especially interested, such as the estab- 
lishment of an air base on the Isle of Pines, the enlargement 
of the naval base at Guantanamo, and the building of strategic 
highways. Color was given to these reports by Colonel Batista’s 
statement, on his return to Havana, that his visit would “result 
in economic, social, political and even military and strategic 
benefits to Cuba.’’* 

In the meantime the Export-Import Bank was also utilizing 
its facilities in assisting private business transactions. One of 
the most important instances of this kind was its purchase of 
$10,000,000 in bonds out of a total issue of $15,000,000 by the 
International Telephone and Telegraph Company to aid the 
expansion program of this organization in South America.** At 
the end of the year the bank was preparing for a still more 
active rdle in the promotion of foreign trade and had arranged 
to obtain $25,000,000 in additional capital (more than dou- 
bling the original amount) for the execution of its enlarged 
program. Its efforts were seconded by the Treasury. On Decem- 
ber 12 Secretary Morgenthau disclosed that his department was 
examining plans for its codperation with the treasuries of other 
American republics in developing an adequate supply of for- 
eign exchange for commercial transactions among these coun- 
tries.** One of the major obstacles to increasing trade in this 
area had been the difficulty experienced by importers in obtain- 


41 New York Times, August 7, 1938. 
#2 Tbid., November 26, 1938. 
48 Ibid., December 14, 1938. 
44 Tbid., December 13, 1938. 
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ing dollars to pay for their purchases in the United States. The 
Treasury from time to time had undertaken to better this situa- 
tion, as, for example, in July, 1937, when it made arrangements 
to sell gold to Brazil up to $60,000,000 in order to promote 
exchange equilibrium and make more dollars available for the 
balancing of accounts.*® The plans under consideration at the 
end of 1938 were said to contemplate an enlargement of the 
scope of these earlier efforts.*° 

In its resources for facilitating commercial transactions in 
this manner the United States government possessed an enor- 
mous advantage over any potential rival, but the Administra- 
tion could not go far in this direction without the codperation 
of Congress. Loans by the Treasury required specific legislative 
sanction, and some Congressmen were not slow to raise objec- 
tions and to intimate that a new “‘dollar diplomacy” was in the 
making, with the taxpayers instead of investors supplying the 
funds. Others insisted on a careful scrutiny of the defaulted 
Latin American bonds, which had an estimated par value of 
$1,300,000,000, before the government embarked on a lending 
program on its own account.*’ As the year ended, the plans of 
the Administration had not progressed beyond the preliminary 
stage, but there were many indications of its purpose to employ 
the enormous financial power of the government to combat the 
spread of commercial and other influences of the dictator states 
in the Western Hemisphere. 


4. Lowering the Barriers in Europe 


The efforts of Mr. Hull and his co-workers in the Depart- 
ment of State to expand American trade by reciprocal agree- 
ments were by no means confined to Latin America. Indeed, 


*5 Cf. The United States in World Affairs, 1937, 147. 

46On March 9, 1939, the United States concluded an agreement with Brazil 
under which the Export-Import Bank was to extend credits at once to Brazil 
to the amount of $19,200,000 for freeing exchange and making possible pay- 
ments to American exporters for merchandise already shipped to that country. 
It was estimated that the total of such credits which would be granted in various 
forms might reach $120,000,000. 

47 In the new Congress which convened in January, 1939, Senator McNary of 
Oregon, Republican floor leader of the Senate, introduced a bill for a “full 
and complete investigation’ of defaulted bonds of the American republics, 
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the most important undertakings of this kind were conducted 
in other regions. In the latter half of 1937 the department had 
given notice of intention to negotiate agreements with three 
countries whose combined purchases of goods from the United 
States had a value usually treble that of such purchases by the 
whole continent of South America. These countries were 
Czechoslovakia, Great Britain and Canada.** During 1938 trade 
agreements were negotiated with each of them. 

First in point of time was the agreement with Czechoslovakia, 
which was signed on March 7 and became effective on April 16. 
In several respects this agreement differed from its predeces- 
sors. Because of special commercial arrangements with other 
countries of the Danubian area, the trade of Czechoslovakia 
was subjected to an unusual number of controls through import 
licenses and exchange allotments, and these were generally. 
more restrictive than import duties. They were also an obstacle 
to the extension of most-favored-nation treatment to products 
from the United States. Not all of them could be removed by 
negotiations but, in the words of the Department of State, 
“probably no other country has gone as far in a trade agree- 
ment with the United States in attempting to open the way 
for an expansion of trade by the removal or relaxation of spe- 
cial controls on imports, other than duties, as Czechoslovakia 
has gone in this agreement.’’*® Because of preferences accorded 
to other Danubian states the agreement attached a number of 
reservations to the most-favored-nation clause; that is, Czecho- 
slovakia retained the right to continue this preferential treat- 
ment just as the United States had always reserved the right to 
make exclusive tariff arrangements with Cuba. 

The agreement was also distinctive in that it evoked more 
criticism and complaint from American manufacturers and their 
spokesmen in Congress than had any of its predecessors. The 
chief complaint was directed at the reduction of the duty on 
shoes. During the preceding year the United States had im- 


48 In 1938 United States exports to Great Britain, Canada and Czechoslovakia 
had a combined value of $1,015,276,000, while exports to South America were 
valued at $299,711,000. 

*° Department of State, Press Releases, XVIII, 311, March 12, 1938. 
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ported 4,800,000 pairs, and the Department of State estimated 
that under the new duties this number would be increased by 
600,000 Or 700,000 pairs. Previous shoe imports had amounted 
to less than 1 per cent of average domestic production during 
the preceding five years, and under the agreement a flood of 
imports was prevented by a provision that the duties might be 
increased if importations of the type on which concessions had 
been granted should exceed 1.25 per cent of the average 
domestic production of all types. This protective clause as- 
sured domestic producers about 99 per cent of the market. 
Furthermore, the duty on the type of shoes imported in largest 
quantities was not reduced but only bound at the existing rate. 

In spite of these safeguards the changes in the shoe tariff 
brought a torrent of criticism, especially from New England 
Congressmen. ‘This is a black day for those who earn their liv- 
ing making shoes,” said Senator Lodge of Massachusetts; and 
Representative Joseph W. Martin from the same state made 
the remarkable calculation that “every shoe-worker in the 
United States must lose seven days a year so that he can assist 
in keeping a shoe-worker busy in Czechoslovakia.” But Sena- 
tor Walsh, also from Massachusetts, took the opposite view: 
“The agreement, so far as I have been able to analyze it, will 
not have the adverse consequences on New England shoe manu- 
facturers that had been feared.’ 

Time alone could have shown which of these views was cor- 
rect, but time was not permitted for an adequate demonstra- 
tion. Before the agreement had been in effect for six months it 
was virtually nullified by the Munich Accord, which bestowed 
most of the industrial area of Czechoslovakia upon Germany. 
Not only were the benefits from the Hull agreement lost to the 
industries in the Sudeten area, but their products, now “made 
in Germany,” went on the American “blacklist.” 


5. The Ace of the Trade Agreements 


At the beginning of 1938 reciprocal trade agreements were 
in effect between the United States and sixteen other countries. 


50 New York Herald Tribune, March 9, 11, 1938. 
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The top card of the hand, however, was still missing; the se- 
quence would remain incomplete so long as there was no agree- 
ment with Great Britain. This was a situation which Mr. Hull 
did not relish. He believed that mutual trade concessions by 
the two greatest commercial nations would not only react to 
their immediate advantage but would also set a wholesome ex- 
ample in a world of exaggerated nationalism and lessen the 
danger of armed conflict. For two years the governments of 
both countries had been giving much thought to the idea of 
this commercial rapprochement. It was perhaps the most ambi- 
tious project of its kind ever undertaken, dwarfing most of the 
other agreements already negotiated into relative insignificance. 
But its negotiation also offered more obstacles than any other 
agreement, since it called for numerous readjustments in the 
network of preferential tariffs developed among members of 
the British Empire at Ottawa in 1932. 

After many months of exploratory conversations, the Depart- 
ment of State gave formal notice on November 18, 1937, that 
an agreement with Great Britain was contemplated. On the 
19th it gave similar notice with regard to a revision of the 
agreement with Canada. By January 7, 1938, the proceedings 
had advanced a further stage, and announcement was made of 
“intention to negotiate.’ Progress in the negotiations was un- 
avoidably slow. They were usually trilateral, since the British 
and Canadian agreements were so closely interrelated that they 
were negotiated simultaneously. At times they were multi- 
lateral; for many concessions which Great Britain might make 
to the United States would impinge on preferential treatment 
previously accorded to other parts of the Empire, and there 
was need first to obtain the consent of the governments con- 
cerned. In order to persuade the Dominions to yield certain ad- 
vantages, it was necessary to compensate them with new con- 
cessions. Canada was especially affected by reductions in the 
British duties on American agricultural products, but in these 
cases she might obtain compensation through concessions 
granted her not by Great Britain but by the United States in 
the revised agreement. Progress was attained, therefore, by a 
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process of triangular reciprocity. The favors which the United 
States might receive from Great Britain might depend in part 
on the favors which the United States might extend to Canada 
as well as to Britain. 

These complicated proceedings dragged along through the 
summer. Markec weakness in sterling exchange during the 
early autumn offered another obstacle. Anxieties over the situa- 
tion in Central Europe caused a heavy flow of gold from Great 
Britain, and the British were reluctant to reduce tariffs at this 
time and possibly aggravate the movement. At the same time 
the shrinkage in the value of the pound would tend to give 
the British exporters a temporary advantage in American mar- 
kets, and practical considerations indicated that this was not a 
propitious moment to extend them further benefits. The Amer- 
ican negotiators would first like to have assurances that the 
pound would be restored to something nearer its old parity with 
the dollar. 

After many delays and uncertainties Herr Hitler finally sup- 
plied the stimulus needed to bring the British and Canadian 
agreements to a conclusion. Not long after the Fihrer’s triumph 
at Munich the rejoicing in Great Britain over the avoidance of 
war began to give way to misgivings concerning the reality of 
peace, and when in November the Nazi régime turned with 
sadistic furor upon thousands of helpless Jews the disillusion- 
ment was complete. The prestige of the democratic signatories 
of the Munich Accord fell to a new low. Britain’s position as 
leader and arbiter for Europe was shaken, and whatever re- 
mained of democracy on the continent was challenged. Some- 
thing needed to be done to show that the democracies still 
possessed vitality, and in the two pending trade agreements 
British leaders found instruments well adapted for the pur- 
pose. If these could be promptly signed and sealed, the world 
would have an impressive demonstration of economic collabo- 
ration on the part of the leading democratic nations, and con- 
vincing proof that they could move abreast on the paths of 
peace even as the axis powers traveled on the road to war. 

All this was seen in the quickened tempo of the negotiations 
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in Washington. At the White House on November 17, exactly 
one week after the outbreak of the Jewish pogroms in the 
Reich, there was a formal ceremony, attended by President 
Roosevelt, at which Secretary Hull, Prime Minister Mackenzie 
King of Canada, and Sir Ronald Lindsay, the British Ambas- 
sador, signed the trade agreements on behalf of their respective 
governments. The number of completed agreements was thus 
raised to twenty,°’ with the most important coming last. The 
capstone was now placed on Mr. Hull’s structure. There might 
be later agreements with other nations but none would have 
the same economic or political importance as the one with 
Great Britain. The two greatest trading nations had decided to 
lower their barriers when most other nations were raising theirs, 
and—what was equally important—the concessions were “‘gen- 
eralized” on both sides. Every other country might profit from 
them if it could supply any of the products affected.®? German 
“bilateralism’’ was conspicuously lacking. In effect, Great Bri- 
tain and the United States had made a downward revision of 
their tariffs rather than an arrangement for the exclusive ex- 
change of favors. 

The consequences of this “generalization” were limited, 
however, by the fixed practice of the United States in confining 
the concessions, so far as practicable, to products of which the 
other country was the chief producer, so that the major bene- 
fits would accrue on a reciprocal basis and not be exploited by 
some nation outside the agreement. One special feature in the 
British and Canadian agreements was a provision that a con- 
cession might be withdrawn after consultation if some other 
country should upset expectations and prove to be the chief 
beneficiary.°* This was a necessary safeguard to bargaining on 
the most-favored-nation principle, and it effectively met the 
criticism that generalization was ‘‘a foolish excess of liberality” 
to countries which returned no guid pro quo.™* 


51 This includes two agreements with Canada. 
52 Chalmers, /oc. cit. Germany, of course, was still debarred from the benefits 
of the American reductions. 
53 Commerce Reports, November 26, 1938. 
54 Cf. The United States in World Affairs, 1936, 169-171. 
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The triple concessions made by Great Britain, the United 
States and Canada undoubtedly constituted the most important 
step toward the restoration of freer international trade that had 
been taken since the World War. The area covered by the 
agreements included continental United States and its outly- 
ing possessions, the United Kingdom, the Dominion of Canada 
and some fifty-odd non-self-governing British colonies. This 
was the world’s greatest trading area. Within the recent past 
the United States and the British Empire together had furnished 
about 40 per cent of the world’s international commerce. In 
the Empire, too, the United States had found a market for 
about 4o per cent of her exports, and from it she had obtained 
about 30 per cent of her imports. If the agreements, when they 
became operative on January 1, 1939, should cause only a small 
increase in the volume of this trade, the results were likely to 
be felt in many countries. 

The agreements were notable not only for the amount of 
trade affected but also for a reversal of the protectionist trend 
which had been in evidence within the British Empire since 
1930. In that year less than 15 per cent of the imports into 
the United Kingdom were dutiable; after the tariff readjust- 
ments resulting from the Imperial Economic Conference at 
Ottawa in 1932, the proportion of dutiable imports rose above 
58 per cent.° Great Britain had become an avowedly protec- 
tionist nation and also gave favored tariff treatment to Empire 
products. Moreover, as a result of the Ottawa agreements, 
various members of the Empire had made reciprocal trade con- 
cessions to one another over and above the general system of 
preferences, and it was highly gratifying that during the nego- 
tiations in Washington they showed a willingness to waive 
some of their special advantages in order to facilitate the ex- 
tension of the reciprocal system beyond the limits of the British 
Commonwealth of Nations. 

The agreements attained still further importance because of 
their timing. Indeed, there were some who believed that with- 


55 Economist (London), British-American Trade Agreement Supplement, No- 
vember 26, 1938. 
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out Munich and its aftermath to stir the democracies to col- 
laboration the various obstacles encountered during the nego- 
tiations might not have been overcome. At any rate, the British 
government showed more keenness for successful results in 
Washington when the full implications of the Munich Accord 
were realized by its people, and it seemed to be ready to go far 
to avert another diplomatic reversal. At the same time London 
and Washington were disposed to deprecate references to the 
political value of the agreements. London wished to avoid any 
suspicion that Great Britain was using them as a means of 
strengthening her position vis-a-vis the dictators, and Washing- 
ton, well aware of domestic opposition to any kind of involve- 
ment, was insistent that they be appraised on purely economic 
grounds. 

When judged on this basis, the agreements appeared to 
foreshadow a material increase in trade among English-speak- 
ing peoples.** The concessions made by Great Britain were of 
special importance to American farmers, for whom that coun- 
try has always been the chief foreign market. Duties were en- 
tirely removed from wheat, lard and certain fruit juices; they 
were substantially reduced on rice, apples, pears and some 
canned fruits; a more liberal quota was provided for hams, 
which along with other pork products and cotton and corn 
(except one variety) were “bound” to entry duty-free. Among 
non-agricultural products obtaining concessions were electrical 
and office machinery, women’s shoes, silk hosiery, certain wood 
products, and chilled and frozen salmon. Numerous articles on 
the free-list or subject to very low duties were “bound” against 
changes. 

The tariff reductions made by the United States applied 
chiefly to textiles, metals and their manufactures. In many in- 
stances the lower duties were restricted to special grades of 
goods which were not directly competitive with United States 
products. This was especially true in the case of high-grade 
textiles. Among the metal products on which concessions were 


56 For a detailed analysis of the British and Canadian agreements, cf. De- 
partment of State, Press Releases, XIX, Supplements A and B. 
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granted were textile machinery, steam engines, cutlery and 
silverware. Great Britain had previously obtained reductions in 
the duties on whiskey and gin through a generalization of re- 
ductions made in the agreements with Canada and the Nether- 
lands. These were now “bound” to her so that they would 
remain in effect if the other agreements should lapse. 

The United States also obtained concessions from the British 
colonies affecting over 200 articles, and since some were in- 
cluded in the schedules of a number of colonies, they involved 
reductions or “bindings” of over a thousand individual rates. 
In some instances the preferential treatment given British goods 
was reduced or removed, and in others it was “bound” at the 
existing level. In the case of Newfoundland, for example, the 
agreement in some cases reduced duties; in others it lowered 
or “bound” the existing margin of preference; and in others it 
gave assurance that no preference would be granted. Since most 
colonial products were admitted to the United States duty-free, 
the reciprocal favors extended by this country consisted mainly 
in guarantees to continue this treatment. But reductions were 
made on palm kernel oil, cocoanuts, and various fruits from 
the tropical colonies, and on salt fish and frozen blueberries 
from Newfoundland. 

The new agreement with Canada superseded the one which 
became effective on January 1, 1936. Experience with the first 
agreement had been satisfactory, and the second covered a 
broader range of commodities and made still further reductions. 
Before 1936 Canada’s imports from the United States had 
been dutiable at the highest or “general” rates. The Dominion 
government also had an intermediate tariff schedule applicable 
to non-British countries entitled to most-favored-nation treat- 
ment and a special preferential tariff for members of the British 
Empire. Under the first agreement with Canada the United 
States obtained most-favored-nation treatment, including the 
benefit of the intermediate schedule and of any reductions made 
by special arrangements with non-British countries.** Under the 
second agreement exports from the United States obtained a 

57 The United States in World Affairs, 1936, 154-159. 
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still better position in the Canadian market. The Dominion gov- 
ernment agreed to remove a special import duty of 3 per cent 
from all the items on which it made concessions. British goods 
were exempt from this duty, and one form of preference was 
thus eliminated. Great Britain had freed Canada in 1937 from 
the obligation of granting special preferences on about three- 
fourths of the items listed in the agreement at Ottawa in 1932, 
and she now agreed to a reduction of the preference on a num- 
ber of other items, giving Canada greater freedom in reducing 
duties. Most important among Canada’s concessions were reduc- 
tions in duties on fruits, vegetables and machinery of kinds not 
made within the Dominion. In return Canada got lower duties 
on barley, oats, rye, buckwheat, maple sugar, pork products, 
Cheddar cheese, silver-fox furs, salt and certain paper and 
metal products. The tariff quotas previously imposed on dairy 
cattle, Douglas fir and Western hemlock lumber were removed, 
since actual imports had always been below the limits to which 
the lower duty was applicable. Three of Canada’s most im- 
portant exports to the United States—pulpwood, wood pulp 
and newsprint paper—were “bound” to the free list. 

Much opposition was voiced to the British agreement by 
manufacturers in both England and the United States. The 
governors of Maine and Vermont, the only two states that 
“went Republican” in the Presidential election of 1936, com- 
plained loudly that both agreements discriminated against New 
England.°* Governor Aiken of Vermont mournfully remarked: 
“It looks like a plan to turn New England into a solely recrea- 
tion area.” Textile manufacturers in that section disliked the 
concessions on high-grade cottons and woolens. President Rus- 
sell T. Fisher of the National Association of Cotton Manufac- 
turers declared that “the cotton textile industry is to be penal- 
ized for its high standards,” and complained that while the 
industry was “trying to adjust its operations under the Wage 
and Hour Law, it is a particularly inopportune time to have a 
part of its market taken away for the benefit of industry in the 

58 New York Herald Tribune, November 21, 1938. 
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low-wage countries.’”*® On the other hand, many leading Amer- 
ican industrialists hastened to voice their approval, among them 
Mr. Alfred P. Sloan, Jr., Chairman of the Board of the General 
Motors Corporation, Mr. Gerard Swope, President of the Gen- 
eral Electric Company, and Mr. Thomas J. Watson, head of 
the International Business Machines Corporation. Mr. Swope 
answered the “pauper labor’ argument of the textile manufac- 
turers by saying that “the best protective tariff for the American 
workingman, or indeed for the workingman of any country, 
is a higher standard of living in other countries of the world.’ 

In England the Beaverbrook and Rothermere newspapers, 
which for years had waged a campaign for still higher tariffs, 
found fault with details of the agreements, but admitted that, 
in a broader view, they represented a constructive achievement, 
and, according to Lord Rothermere’s Daily Mail, they would “‘in- 
evitably draw the English-speaking peoples closer together.” 
The tone of the London Times was more cordial. “It has taken 
a long time to bring the agreement safely into port, and the 
voyage has not all been plain sailing,” it said; nevertheless, 
it “should prove worth all the time and trouble which have been 
spent upon it.’°? And the more liberal Manchester Guardian 
rejoiced that “two great democratic countries are able, in a 
time when self-sufficiency and state-regulated trade are in the 
ascendant, to set an example of the economic disarmament that 
the world sadly needs.’’** 

The significance of the Anglo-American-Canadian trade ar- 
rangements did not escape the eye of the German authorities. 
They sought to draw what comfort they could from the fact 
that Great Britain had accorded Germany most-favored-nation 
treatment and that the Reich would consequently participate 
in the benefits of any tariff concessions which Great Britain 
made to the United States. But in doing this they overlooked 
two important facts: first, that the great majority of conces- 


5° Journal of Commerce (New York), November 19, 1938. 
6° New York Herald Tribune, November 19, 1938. 

®1 Quoted in New York Times, November 18, 1938. 

®2 Times (London), November 18, 1938. 

®8 Manchester Guardian Weekly, November 25, 1938. 
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sions made by the British were on agricultural products which 
Germany did not export; and secondly, that while some of the 
products benefiting from the concessions made by the United 
States were also manufactured in Germany, these would be un- 
able to compete on equal terms with British goods. Because of 
the “blacklisting” of Germany by the United States govern- 
ment, it was clear that the Anglo-British pact would tend to 
push aside many German products whenever they came into 
competition with British goods in the American market. 

Of the twenty reciprocal trade agreements negotiated in four 
years, none was concluded with authoritarian governments. 
They could not adopt Mr. Hull’s program without a drastic 
readjustment of their whole internal organization. And neither 
could the free nations adopt the autarchic policies of the Nazis 
and the Fascists without profoundly altering the régimes under 
which they lived, moved and had their being. In the existing 
state of the world trade methods meant more than a contest 
for markets; they presented a choice of free or closed economy 
—of free government or of dictatorship. For 1938, in any 
event, the English-speaking nations reasserted their choice. 











CHAPTER EIGHT 


COMMON GROUND WITH CANADA 


THERE is one fact in the relations between the United States 
and Canada which is taught to all school children on both sides 
of the border—that the two countries have a common frontier 
more than three thousand miles long which has remained un- 
fortified for more than a hundred years. Now that is an inter- 
esting piece of information for a teacher to plant in a pupil’s 
head at any time. The world being what it is, the information 
takes on added interest today. But upon the minds of the 
school children of the United States, at least, the injection of 
that particular fact seems to have had an effect like that of 
paregoric; with the result that they grow up without ever 
learning anything else about Canadian-American relations, and 
without any knowledge of the various ties of culture and mate- 
rial interest which unite the two nations. However, when Presi- 
dent Roosevelt, in a speech at Kingston, Ontario, on August 
18, 1938, declared that the United States would not “stand 
idly by” if Canada were invaded by a foreign power, he had 
these mutual bonds very much in mind. He did not travel to 
Kingston to commemorate for the ten thousandth time that 
common unfortified frontier of the textbooks. He went there 
to call into being a different frontier, common to both coun- 
tries and fortified against external aggression. 

Relations between the United States and Canada have not 
been free from friction in the past, but controversies have 
usually been settled promptly and without rancor. Disagree- 
ments have arisen in recent years over fishing rights, the diver- 
sion of boundary waters, the allotment of radio broadcasting 
channels, and tariffs. For more than a decade the enforcement 
of the prohibition laws of the United States along the Canadian 
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border gave rise to numerous clashes of authority, but these 
troubles quieted down when the people of the United States 
abandoned their “noble experiment.” After the World War 
the United States tariff became a special object of attack by 
Canada, since the three protective measures of 1921, 1922, and 
1930 bore heavily upon Canadian products; but here, too, there 
has been a betterment of relations since the conclusion of the 
reciprocal trade agreements of 1935 and 1938." 


1. Canada’s Foreign Policy 


After the World War, in which she played so magnificent a 
role, Canada found that her national self-consciousness had 
grown, and felt that the time had come for it to be more fully 
recognized. In the movement of the British Dominions toward 
complete self-government Canada led the way, and at the Paris 
Peace Conference, along with the other Dominions which 
signed the treaty, she obtained the right to membership in the 
League of Nations. During the early years of the League her 
delegates made repeated efforts to repeal or modify Article X of 
the Covenant, partly with the purpose of limiting the Domin- 
ion’s military and economic obligations and partly in the hope 
of overcoming the objections of the United States to member- 


‘ship.? Her statesmen also took a leading part in the diplomacy 


of the Washington Naval Conference of 1922. It was through 
their influence that the British government terminated its alli- 
ance with Japan—an essential step before any treaty for naval 
limitation could be negotiated. 

Though consistently unwilling to assume any general ob- 
ligation implied by the “coercive” provisions of the Covenant, 
Canada joined wholeheartedly at Geneva in opposing the Japa- 
nese conquest of Manchuria in 1931-1932 and gave her back- 
ing to measures which led to Japan’s withdrawal from the 
League. In like manner, she supported the proposal for the 
application of economic and financial sanctions to Italy during 

1Cf. Chapter VII. 


2 James Frederick Green, “Canada in World Affairs,” Foreign Policy Re- 
ports, XIV, 91-92, July 1, 1938. 








202 THE UNITED STATES IN WORLD AFFAIRS 


the Ethiopian conflict in 1936. However, her attitude toward 
the principle of collective security was never at variance with 
that of Great Britain; and when in 1938 the Chamberlain 
policy of personal diplomacy cum appeasement reduced the 
role of the League in British affairs to its lowest terms, the 
Dominion’s ties with Geneva became very shadowy and no 
longer had any significance in her relations with the United 
States. 

Canada’s position in international affairs is different from 
that of other members of the British Commonwealth. She does 
not stand detached, like Australia and New Zealand, but is 
closely linked with a friendly bordering state, more powerful 
than any other component part of the Commonwealth; and 
her relations with this state profoundly affect her attitude to- 
ward the other Dominions and the Mother Country. Because of 
this special status the formulation of Canada’s foreign policy 
has never been an easy task. There have been times when her 
interests and obligations as an American nation have not been 
in full harmony with those of a member of the British Com- 
monwealth. And the racial and religious differences among her 
population have always added to the difficulty of solving such 
problems. 

For years Canadian political opinion has been divided be- 
tween those who think first in terms of the Empire and those 
who think first in terms of the Nation. In 1937-1938 these 
differences were sharpened perceptibly. The imperialist school 
insisted more emphatically than ever that the major purpose of 
foreign policy should be to strengthen Canada as a member 
of the British Commonwealth, that her first loyalty should run 
to the Commonwealth as a whole and that her security was 
the counterpart of that obligation. This faction of thought 
derived its strongest support from the higher income groups in 
the urban areas of Ontario and British Columbia and in the 
Maritime Provinces.* Among the French Canadians, however, 


SF. R. Scott, “A Policy of Neutrality for Canada,” Foreign Affairs, XVII, 
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and among others of non-English descent isolationist sentiment 
prevailed and was on the increase. Allegiance to Great Britain 
was by no means the first thing on their consciences, and they 
firmly opposed commitments to the Commonwealth or to the 
League which might involve the Dominion in war. They would 
have restricted military preparations to defense against inva- 
sion and were not convinced by the imperialists’ argument that 
if the Empire protects the Dominion the latter must reciprocate. 
Since the effectiveness of the Liberal party in Canada depended 
in the last analysis on the French-speaking population and since 
the Liberal party was in power in 1938, its foreign policy, in 
general, showed nationalist tendencies.‘ 

The attitude of the French Canadians was especially impor- 
tant at a time when international disputes were assuming more 
and more a racial and ideological character. They were no weak 
defenseless minority, these French. According to the census of 
1931 they comprised 28 per cent of the population, compared 
with 52 per cent of British origin and 20 per cent for persons of 
other descent. Thus the British group had at that time a bare 
majority, but since the rate of natural increase was higher in the 
other groups, it was probable that by 1938 the British were 
outnumbered. Actuaries estimated that by 1971 the French Ca- 
nadian population of itself would exceed the British.’ Thus the 
trend in population growth would seem to point to a gradual 
strengthening of nationalist sentiment and to the shaping of 
foreign policy more and more on the basis of economics and 
geography rather than on the basis of overseas political affilia- 
tions. 

The map of Canada, taken alone, suggests a policy of neu- 
trality in the event of foreign wars, combined with adequate 
coast defense and some measure of military codperation with 
the United States. But geography obviously cannot be the sole 
determinant, inasmuch as Canada is dependent for her pros- 
perity upon the British as well as the American market. To- 

* Escott Reid, “Mr. Mackenzie King’s Foreign Policy, 1935-1936," Canadian 


Journal of Economics and Political Science, February, 1937. 
5 F.R. Scott, loc. cit., 406. 
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gether these two markets absorb about 80 per cent of the 
Dominion’s foreign trade. Furthermore, in her commerce with 
Great Britain Canada obtains the favorable balances which as a 
debtor country she needs for servicing her foreign obligations. 
This is all the more necessary because her trade balance with 
the United States is usually heavily unfavorable. In order to 
make interest payments on her foreign debt, Canada requires 
something like $250,000,000 yearly; and to achieve this figure 
she must have foreign markets and a substantial export sur- 
plus. 


2. Canadian-American Joint Undertakings 


In 1938 there were three pending projects, whose completion 
called for collaboration between Canada and the United States. 
Progress on two of them, however, had been held up because of 
differences of opinion as to their desirability. One project was 
that of an air-mail route between the United States and Alaska, 
the second was a Pacific Coast highway from the northwestern 
part of the United States to Alaska, and the third was the St. 
Lawrence Seaway. Each was designed primarily to aid commerce 
and communications, but each was also linked to programs of 
national defense. 

To the United States the maintenance of uninterrupted com- 
munication with Alaska by air had become a matter of increas- 
ing concern because of strained relations with Japan.® Since the 
mail planes would cross Canadian territory on their way to and 
from Alaska, no service could be inaugurated until an agree- 
ment had been reached between Washington and Ottawa. In 
Washington there was just a suspicion that the British govern- 
ment was responsible for the impasse which existed; that it 
wanted this route for operation by Imperial Airways in connec- 
tion with a northern air line—England to the Orient—which 
would compete with the recently established American trans- 
Pacific service. Whether this was the obstacle or not, negotia- 
tions were still hanging fire at the end of 1938. 

®Cf. New York Herald Tribune, December 24, 1937. 
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A closely related proposal, and one that received more sym- 
pathetic consideration from the Canadian authorities, was that 
of a highway which should run from the Pacific Northwest of 
the United States to Alaska. This highway, like the air route, 
would run over Canadian territory and, like it, could only be 
established by international agreement. As far back as 1930 
Congress had created a commission to investigate and report 
whether such a scheme would be practical. In 1933 the commis- 
sion submitted a favorable opinion, but it was not until May, 
1938, that Congress took further action. It then authorized the 
President to name an Alaskan International Highway Commis- 
sion to codperate with any similar agency designated by the 
Canadian government in planning the location, construction 
and financing of such a road.” 

Some Canadians did not like the idea at all, since their neu- 
trality might be compromised if the road should be used by the 
United States for military transportation. But the scheme also 
had its champions, who replied that the highway would be 
invaluable in defending Canada’s own West Coast against inva- 
sion. In peace time, they said, it would attract tourist trade and 
offer other commercial advantages.* During the summer of 1938 
three United States officials, the Secretary of the Interior and 
the Assistant Secretaries of War and Commerce, visited Alaska, 
where surveys for the American part of the highway were in 
progress, and conferred concerning the most practical routes 
from the commercial and military points of view. In September 
Prime Minister Mackenzie King agreed to appoint a commission 
to codperate with the similar agency already named by Presi- 
dent Roosevelt.® In December the Parliament of British Colum- 
bia appropriated funds for a survey of the route through that 
province, and the Premier announced that money would prob- 
ably be borrowed from the United States government to finance 
the construction.’® 


T Congressional Record, Seventy-fifth Congress, Third Session, 8040-41, 9286. 
8 Times (London), October 26, 29, 1938. 

® New York Times, August 7, 22, 25, September 29, 1938. 

10 Times (London), December 7, 1938. 
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3. The St. Lawrence Seaway 


In 1938 the old project for developing the navigation and 
power facilities of the Great Lakes-St. Lawrence area rose again 
to its feet after having lain dormant for several years. This time 
it wore khaki as part of a common defense program, but under- 
neath were the overalls it used to wear as an aid to commerce 
and industry. As far back as 1932, during the Administration 
of President Hoover, a treaty was negotiated with Canada which 
provided for the construction, under the joint auspices of the 
two governments, of a channel through part of the St. Lawrence 
River and around its rapids deep enough to enable ocean-size 
vessels to proceed to American and Canadian cities on the 
Great Lakes. New hydroelectric plants were to be erected at 
certain suitable points along the St. Lawrence." President 
Hoover submitted the treaty to the Senate in December, 1932, 
but no action was taken before the end of his term in the fol- 
lowing March. During his campaign for the presidency Mr. 
Roosevelt, who as Governor of New York had been especially 
interested in power projects, likewise advocated the construc- 
tion of the seaway; but in the first year of the New Deal domes- 
tic legislation took the right of way in Congress and the treaty 
languished until January, 1934. After two months of intermit- 
tent debate by the Senate, it was rejected. Party lines were not 
decisive in the voting, for the attitude of the Senators was 
determined mainly by sectional considerations. Cities on the 
Atlantic seaboard and the Mississippi River opposed the project 
because they feared it would take profitable traffic away from 
them. The railways and the power companies very naturally 
regarded it as a competitor. 

Although President Roosevelt thereupon announced that ne- 
gotiations looking toward a new agreement would be resumed 
with Canada, the problem was put over until 1938. On May 31 
Secretary Hull submitted to the Ottawa government a draft 
treaty to be used as a basis for negotiations. The plan provided 
for the construction of a ship canal around the International 

11The United States in World Affairs, 1934-1935, 285-287. 
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Rapids, for a power dam in the rapids themselves, and for the 
scenic development of Niagara. If the canal should be on the 
Canadian side of the rapids, the Dominion government would 
build it, but it would be financed by the United States. The 
power dam would also be built and paid for by the United 
States. The power superstructure on the Canadian side would 
be built later when needed to supplement existing facilities in 
Ontario, and would be paid for by Canada. Under this scheme 
energy production estimated at 1,100,000 horsepower would be 
controlled by the United States and would assure an uninter- 
rupted supply in the event of war.” 

It was then that considerations of national defense were first 
brought into the picture. The question whether electric power 
generated in Canada should be allowed to be exported to the 
United States had become a live issue in Dominion politics. 
The provincial Premiers of Ontario and Quebec had been the 
leading advocates of a liberal export policy. But since one of 
the main American arguments for the new hydroelectric project 
was that the country must be freed from dependence on a for- 
eign supply of power which might be cut off in time of war, 
the two Premiers promptly opposed the whole idea. At any rate, 
the Dominion Prime Minister, Mr. Mackenzie King, some weeks 
later came around to the view that further development of the 
St. Lawrence power resources was a task to be undertaken by 
the national government.’* 

The announcement that the seaway project would be revived 
precipitated a lively debate in the United States and a reitera- 
tion of all the arguments made familiar to the country when the 
question was before the Senate in 1934. The American offer to 
finance construction by Canada of a canal around the Interna- 
tional Rapids was criticized by Senator Robert F. Wagner of 
New York, though he approved the suggestion that the United 
States build a hydroelectric project at the rapids to provide 
cheaper power for American consumers. The late Senator Royal 


12 Department of State, Press Releases, XVIII, 621-634, June 4, 1938; New 
York Times, June 1, 1938. 
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S. Copeland of New York opposed the seaway project and 
termed it “an ail-British canal.”** General Hugh Johnson, writ- 
ing in his newspaper column, insisted that Canada did not want 
the “white elephant,” and that in view of its excessive cost the 
scheme “ought not to be bum’s-rushed through as the abortive 
Quoddy and the Florida Ship Canal were started.”® Representa- 
tive Alfred F. Beiter of New York declared that the proposed 
seaway was economically unjustified and would place an un- 
necessary burden of a $540,000,000 debt on the American tax- 
payer. He accused proponents of the treaty of bringing Western 
propagandists to Washington and to the St. Lawrence territory 
“circulating glib stories and giving out glowing interviews,” and 
he denounced this course of conduct ‘‘as an attempt to gloss 
over the real facts with glittering generalities of mythical bene- 
fits to be derived from this visionary dream.” The construction 
of the seaway, he said, was desired by three groups—politicians 
who would benefit from the patronage, the Power Authority of 
the State of New York, and “‘a portion of the Middle West that 
has not awakened from a dream of expected savings to the grain 
trade . . . which cannot materialize because of rapidly dimin- 
ishing exports.”’® Representative Andrews asserted that the 
project was strongly opposed in New York State and he failed 
“to see any new reasons for the waterway treaty being adopted 
either by Canada or the United States.”’? The Niagara Frontier 
Planning Board of Erie County, New York, adopted a resolution 
opposing the proposed waterway on the grounds that Canada 
would be the chief beneficiary, that the seaway would divert 
traffic from the Atlantic ports as well as from cities and towns 
along the barge canal, that the United States would bear most 
of the cost, and that the project had not been studied by an 
official United States Commission. These arguments, and the 
fact that the waterway could only be used seven months during 
the year, formed the basis for opposition to the proposal.’® 


14 New York Times, June 2, 1938. 

18 New York World-Telegram, June 3, 1938. 

16 Congressional Record, Seventy-fifth Congress, Third Session, 10333. 
17 Tbid., 10450. 
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Those who favored it said it was based on “‘real nationalism 
and tested economics” and would promote the industrial devel- 
opment of the Middle West by reducing transportation costs 
and extending facilities for the distribution of power. Others 
emphasized that the construction of the seaway would permit 
ocean vessels to pass into the interior of the United States and 
thus foster the growth of Cleveland, Duluth and other lake 
cities..° The Administration desired the seaway for a number of 
reasons—to aid commerce, to reduce power rates, to extend 
public control over natural resources, and to promote the na- 
tional defense by insuring the sources of power during a war 
emergency. 

On June 29 A. A. Berle, Jr., Assistant Secretary of State, in a 
speech delivered before the Public Utilities Committee of the 
New York State Constitutional Convention, suggested that the 
revised Constitution should include a provision reserving own- 
ership and development of water power sites to the state in 
order to guard against alienation by private interests. He de- 
clared that the proposed seaway treaty was ‘‘peculiarly a project 
of the President of the United States’’*® and concluded as fol- 
lows: “The federal government is prepared to do its part 
through the medium of the proposed Canadian treaty. The 
state, by putting the principle of public ownership into its 
fundamental law, can guarantee that that development shall be 
for the everlasting benefit of the people of the state of New 
York and not for a small group of manipulative interests. . . . 
The federal government is endeavoring to open the way through 
the proposed Canadian treaty. It is for you to say whether the 
wealth at your door shall be used to levy tribute on industry and 
consumers here, or whether it shall be maintained as a perma- 
nent asset of the people of New York.” 

This crusade against private power companies was carried 
into Canada by President Roosevelt himself. In an address on 
August 18, delivered at the dedication of the International Thou- 
sand Islands Bridge, the President attacked the “interests” which 


19 Congressional Record, Seventy-fifth Congress, Third Session, 2799, 10757. 
20 Department of State, Press Releases, XIX, 5-9, July 2, 1938. 
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opposed him. He warned that the vast power potentialities of 
the St. Lawrence Basin might become the private monopoly of 
United States utility corporations if the waterway treaty be- 
tween the two countries was delayed too long. “The develop- 
ment of natural resources, and the proper handling of their 
fruits,” he said, “is a major problem of government. Naturally, 
no solution would be acceptable to either country which does 
not leave its government entirely master in its own house.” 
He maintained that the seaway would stimulate trade, and de- 
clared that he looked forward to the day when the leaders of 
both countries would meet to dedicate “not a bridge across this 
water, but the very water itself, to the lasting and productive 
use of their respective peoples.”** 

Shortly afterward, on August 31, Prime Minister Mackenzie 
King asked the technical officers of the provincial governments 
concerned to meet and examine the proposed treaty. This step 
was taken in response to a demand from Premier Hepburn of 
Ontario that the Dominion government formulate a definite 
policy. He charged that the waterway would mean additional 
expenditures and taxation, and that public funds would be 
spent for the purpose of creating another public competitive 
avenue of transportation.** In a speech at Woodbridge, Ontario, 
on August 20, Mr. Mackenzie King announced his intention to 
negotiate with the provincial governments as well as with the 
United States concerning the subject matter of the treaty.*® 
Later, in order to remove any suspicion that he might try to 
exceed his authority, he reminded the people that the National 
Parliament had the right to ratify or reject any treaty that might 
be concluded.** 

The British government took an active interest in the situa- 
tion, and this solicitude was thought to reflect its desire to see 
the United States and Canada remain on good terms at a time 


22 Department of State, Press Releases, XIX, 125-127, August 20, 1938. 
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when a European crisis appeared imminent. The London Times 
expressed the hope that President Roosevelt’s suggestions would 
be made the basis for early negotiations, but observed that the 
opposition of the Ontario and Quebec Premiers would perhaps 
intensify the feud between them and Prime Minister Mackenzie 
King, which “has already become a piquant feature of Cana- 
dian politics.”** When the Canadian Prime Minister was in 
Washington in November to sign the reciprocal trade agree- 
ment with the United States, he agreed with President Roose- 
velt that a quick conclusion of the matter was desirable. 


4. Continental Defense 


Although spokesmen for the Administration in Washington 
had emphasized the value of the St. Lawrence Seaway as a 
means of strengthening the national defense, Canadians were 
far more interested in the military and naval plans of the 
United States government. They noted with satisfaction Presi- 
dent Roosevelt's proposal in his message of January, 1938, for 
an additional expenditure of a billion dollars on the armament 
program. They believed that this would add in many ways to 
the Dominion’s own security and would also facilitate the 
passage of a substantial military appropriation by the Canadian 
Parliament. The Montreal Star reflected public sentiment on this 
matter when it said: ““We may thank God that we are a member 
of one Commonwealth and the favored neighbor of another 
which between them still command invincible sea power at least 
in the waters that wash their coasts.’’** So general was the feel- 
ing in the Dominion that additional ships for the United States 
navy meant greater security for Canada that official circles in 
Ottawa were obliged to deny rumors that the two countries had 
reached an agreement on defense plans.*° 

While the United States has to take care of two long coast- 
lines and distant territories in the Caribbean and in the Pacific, 
Canada is concerned with an easier task—that of protecting 

27 Times (London), October 24, 1938. 
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limited Atlantic and Pacific coastal areas and the adjacent com- 
mercial routes. However, if Canada should assist Great Britain 
and the United States in any war that might involve either or 
both countries, her threatened zone of defense would be 
widened. Any such extension of the area of operations would 
entail increased expenditures and greater sacrifices. The danger 
of any large-scale attack on land would be reduced, of course, 
by the fact that potential aggressors would have a long way to 
travel and by the certainty that neither the British nor American 
fleets would remain inactive if Canada were invaded. Great 
Britain would not permit Canada to fall under the domination 
of an unfriendly power, since she depended upon the Dominion 
for foodstuffs and munitions. And the United States, in the 
interest of self-preservation, would throw all her resources into 
an effort to keep any foreign power off Canadian soil. This 
reciprocity of interest and the manner in which it would prob- 
ably be displayed was stated frankly and emphatically before 
Parliament on March 24, 1938, by Ian Mackenzie, Canadian 
Minister of Defense. 


Just as the British navy on the Atlantic is our greatest security in that 
quarter, so I think it might be reasonable to assume that in a major 
conflagration we should have friendly fleets upon the Pacific Ocean and 
the strength of the raids upon our Western Canadian seaboard would be 
limited by the strength and position of these friendly fleets. Our major 
defensive buffer on the Pacific Coast is not the Pacific Ocean alone but 
the existence there of friendly fleets. There is no commitment or under- 
standing in regard to these matters but at this time I think reasonable 
assumptions are justifiable.° 


The chief danger to Canada lies in her exposure to attack by 
planes and submarines, and a corollary of this risk is that the 
land and waters of the Dominion might provide a base for 
operations against the United States; for the Gulf of St. 
Lawrence and Bay of Fundy on the Atlantic coast, and the 
Straits of Juan de Fuca and Georgia on the Pacific, are all open 
to attack by enemy ships and planes. It should be added, how- 
ever, that the defense of these zones can be maintained by rela- 


30 New York Times, March 25, 1938. 
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tively inexpensive weapons, such as submarines, destroyers, 
mine-sweepers, coastal guns and military planes. Yet in the 
larger strategy, although Canada might be able to repel ade- 
quately any interference with her trade contiguous to her coast, 
her commerce on the high seas would have to be protected by 
the British and American fleets. Since most of Canada’s trade 
is carried in British and foreign ships, their protection during a 
war would be the concern of the transporting nations. When it 
is realized that Canada occupies the fifth or sixth place in 
international trade, and ranks second in her per capita exports, 
the necessity of keeping commercial channels open becomes 
clear-** 

Because of her racial composition and inherently democratic 
leanings Canada did not offer so attractive a field for Nazi and 
Fascist infiltration as did the nations of Latin America.** Nev- 
ertheless, reports of attempts at Nazi penetration caused some 
excitement during the first half of 1938. In the spring of that 
year a syndicate of German capitalists approached the Con- 
solidated Paper Corporation to discuss the possible purchase of 
Anticosti Island in the Gulf of St. Lawrence, stating that they 
wished to establish a German-owned pulp and paper plant there. 
The island is, in fact, well situated for an air base and it is of 
sufficient size to support a considerable military establishment. 
It had recently been visited by a group of Germans of whom 
all but one were said to be authorities on military and naval 
problems. To the detached observer it is difficult to understand 
exactly what the scare-mongers feared. Nevertheless, reports of 
these negotiations brought protests in the Canadian Parliament 
and a pledge from the Prime Minister that the island would not 
be permitted to pass under foreign control. This pledge was 
reinforced by similar commitments on the part of the Premiers 
of Ontario and Quebec, and as a safeguard against other at- 
tempts of this character the Department of National Defense 
instituted a survey not only of Anticosti Island but of other 


81 James Frederick Green, Joc. cit., 86, 95- 
82 Cf. Chapters IX and X. 
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areas along the lower St. Lawrence with a view to establishing 
new defense bases in this region.** 

In 1938 it appeared that the degree of progress attained in 
the formulation of a program of continental defense would 
depend upon a clarification of Canada’s status in the British 
Commonwealth of Nations. Since the loosening of the bonds of 
the Empire in 1926 Canadians themselves had been unable to 
reach an agreement with regard to their obligations to Great 
Britain in the event of a war in which the Mother Country was 
involved.** The issue was presented to the Canadian leaders in 
a concrete way when the British government made plans to 
establish a training school for aviators in Canada and to place 
large orders for munitions and airplanes with Canadian fac- 
tories. The Liberal Party was then in power, and the political 
leaders of Quebec, upon whom it depended for support, an- 
nounced their opposition to commitments to Great Britain 
which would result from the acceptance of munitions orders and 
the use of Canadian soil as a training-ground for British soldiers. 
The leaders of the Conservative Opposition saw here an oppor- 
tunity to compel the government to take a position which would 
alienate either the British or the French Canadians and they 
were determined to force the issue. Mr. Mackenzie King was 
placed in a delicate position. He did not wish to lose French- 
Canadian support and was opposed to making definite commit- 
ments, but vacillation was impossible in the face of pressure 
for a declaration of policy. On July 1 he declared that “in 
Canadian territory there could be no military establishments 
except those owned, maintained and controlled by the Canadian 
government.” A few days later, following a meeting of his 
Cabinet, he announced that Canada was willing to provide 
training facilities for British pilots in Canadian flying schools, 
but insisted that such institutions must function under the super- 


83 Bulletin of International News, XV, 487, June 4, 1938; New York Times, 
August 2, 16, 1938. 

84 Cf. Times (London), May 26; New York Times, July 6, 1938. 

85 New York Times, July 2, 1938. This statement was in reply to a protest 
made by R. B. Bennett against the government's alleged willingness to permit 
the construction of “‘a military road” to Alaska for “an alien,” when it refused 
to allow the British government to establish military flying schools in Canada. 
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vision of the Canadian Minister of National Defense.** This 
decision was transmitted to the British government, which ex- 
pressed its appreciation of Canada’s approval of training pilots 
for the Royal Air Force. The Canadian government agreed also 
to codperate with the British mission visiting Canada in con- 
nection with the supplying of war material, but explained that 
any orders should be negotiated directly between the producers 
and the agents.*? The mission contemplated the manufacture of 
large bombing-planes for the Royal Air Force and the erec- 
tion of factories in Vancouver and Fort William for the produc- 
tion of other types of aircraft.** Mr. Mackenzie King thus 
avoided making legal commitments to Great Britain, and the 
question of Commonwealth obligations remained in statu quo. 
The Canadian government meanwhile insisted that its own 
contracts with Canadian plants should not be jeopardized. By 
aiding British rearmament, Canada was increasing her own 
preparedness, and thus contributing indirectly to a program of 
continental defense. 


5. Canada and Pan America 


On December 1, 1936, Mr. Roosevelt, speaking in Buenos 
Aires before the Inter-American Conference for the Mainte- 
nance of Peace, supplemented his policy of the Good Neighbor 
with a plea which anticipated his later call for Pan American 
solidarity. “Each one of us has learned the glories of inde- 
pendence,” he said; “let each one of us learn the glories of 
interdependence.’*® On April 14, 1938, in an address at the 
Pan American Union in Washington he developed the idea 
further, declaring that we “have learned in this Western Hem- 
isphere what community of interest really means. We have 
worked for it, created it and we now glory in it.” He empha- 
sized the determination to maintain peace, and asserted that it 
“shall not be endangered by controversies within our family; 

86 New York Times, July 6, 1938. 

7 Ibid., July 6, 1938; Bulletin of International News, XV, 647, July 30, 1938. 


88 Times (London), September 3, 1938. 
8° The United States in World Affairs, 1936, 207. 
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and we will not permit it to be endangered from aggression 
coming from outside of our hemisphere.’’*° 

At neither of the gatherings at which the President spoke 
these words was Canada officially represented. Alone among 
the twenty-two American states she was not a member of the 
Pan American Union and had taken no part in its activities. 
Canada was a member of another union. Her ties with Great 
Britain, Australia and South Africa were much stronger than 
those which formed the framework of the rather shadowy struc- 
ture called Pan Americanism. The British Commonwealth was a 
reality; Pan Americanism was still an ideal. But Canada’s ab- 
stention was due not so much to her distrust of its objectives as 
to her unwillingness to undertake new commitments when her 
existing obligations under the revised British system were still 
awaiting clear definition. Furthermore, the relations between 
the United States and some of her southern neighbors in past 
years had been far from ideal, and Canada’s participation in 
Pan American conferences might have involved her in the em- 
barrassing duty of having to take sides either against her near- 
est neighbor or against a southern republic with which Great 
Britain was on especially friendly terms. In the one case she 
might weaken her ties with the United States and in the other 
she might embarrass her associates in the British Common- 
wealth. Membership in the Pan American Union appealed 
neither to the Canadian nationalists, who wished to dissociate 
the Dominion as much as possible from political connections 
with the United States, nor to the imperialists, who looked 
askance at any association in which other British nations did not 
join.*? 

The nearest approach to Canadian participation in the pro- 
ceedings of the Pan American Union occurred in September, 
1938, when the Dominion government agreed to take part in 
the Inter-American Travel Conference in San Francisco in 


4° Department of State, Press Releases, XVIII, 486-488, April 16, 1938. 

“1 Cf. Collective Action (Proceedings of the Fifteenth Annual National Con- 
ference of League of Nations Society in Canada), 61 ff.; Green, Joc. cit., 92; 
Report of Fourth Annual Conference, Canadian Institute of International Af- 
fairs (1937), 17-19. 
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April, 1939. The invitation was extended informally by Secre- 
tary Hull and on behalf of the Golden Gate International Ex- 
position, but the conference was sponsored by the Pan American 
Union. The twenty Latin American republics also accepted in- 
vitations. The meeting would be not only the first international 
gathering in the Americas for the discussion of problems and 
plans for the stimulation of travel but also the first in which 


Canada participated in company with the full membership of 
the Pan American Union.* 


6. Canada and the Monroe Doctrine 


Because of the habitual abstention of Canada from inter- 
American activities, and because in past years the British navy 
had always been an adequate insurance against attack from 
overseas, no one in the United States gave much thought to 
Canada in connection with the Monroe Doctrine. Any discussion 
as to whether the doctrine applied to the Dominion had come 
to appear irrelevant. This had not always been so. When Presi- 
dent Monroe, in 1823, submitted to Congress his historic mes- 
sage, Canada was still a British colony, and the message said: 
“With existing colonies or dependencies of any European power 
we have not interfered and shall not interfere.” But at that time 
there were fears in Washington that the three allied autocracies 
of continental Europe, Austria, Prussia and Russia, were plan- 
ning to restore monarchical rule in Spain’s former colonies, and 
on this point the message was positive, declaring that the exten- 
sion by the allied powers of their political system “to any por- 
tion of either continent’’ would endanger the country’s peace 
and happiness and that it would be impossible to “behold such 
interposition, in any form, with indifference.” 

It was clear from this language that any intervention at that 
time by an autocratic power in the affairs of Canada would have 
been regarded as a violation of the Monroe Doctrine. More- 
over, in 1867, when the British government federated its vari- 
ous North American provinces into the Dominion of Canada, 
William H. Seward, the American Secretary of State, ventured 


*2Pan American Press Release, September 22, 1938. 
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to say that the new government must be “in conformity with 
the interests of the people, and of society upon the American 
continent,” and the House of Representatives passed a resolu- 
tion viewing the proposed confederation with “extreme solici- 
tude” and stating that if it were “founded upon monarchical 
principles” it could only be considered “as in contravention of 
the traditions and constantly declared principles of this govern- 
ment.’’* 

Historians and international lawyers regard these outbursts 
as going beyond a reasonable interpretation of the doctrine, 
and as prompted perhaps by the presence, a short time before, 
of a French army and an Austrian archduke in Mexico. But it 
has not been seriously doubted that the inclusion of Canada 
within the scope of the Monroe Doctrine was intended from 
the moment of its promulgation and that this has been a long- 
recognized principle of the foreign policy of the United States. 

On August 18, 1938, this principle was revived and reaf- 
firmed in dramatic fashion by President Roosevelt. Upon receiv- 
ing the honorary degree cf Doctor of Laws from Queens Uni- 
versity in Kingston, Ontario, he referred to the “common 
inheritance” of democratic ideals in Canada and the United 
States and said: 


We in the Americas are no longer a far-away continent, to which the 
eddies of controversies beyond the seas could bring no interest or no 
harm. Instead, we in the Americas have become a consideration to every 
propaganda office and to every general staff beyond the seas. The vast 
amount of our resources, the vigor of our commerce, and the strength 


of our men have made us vital factors in world peace whether we choose 
or not. 


Then he declared emphatically, and evidently as a warning to 
possible aggressors, that 


The Dominion of Canada is part of the sisterhood of the British 
Empire. I give to you assurance that the people of the United States 


will not stand idly by if domination of Canadian soil is threatened by 
any other empire.** 


43 Albert Bushnell Hart, The Monroe Doctrine, 154-155. 
** Appendix VI; New York Times, August 19, 1938. 
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Throughout the Dominion the response to this pledge was 
spontaneous and enthusiastic. In Washington the President's 
declaration was considered “‘as a logical if somewhat startling 
statement of a fact long since regarded as accepted in practice, 
if not written into the formal foreign policy of the United 
States”; and at the Department of State it was made known 
that the idea was entirely the President's own, as neither this 
nor any other part of the speech had been prepared with the 
assistance of officials concerned with foreign affairs.*° The ad- 
dress reinforced Prime Minister Mackenzie King’s North Amer- 
ican policy and pleased Canadian military and official circles. 

At a press conference at his home in Hyde Park the day after 
his Kingston declaration, President Roosevelt indicated that no 
enlargement of the Monroe Doctrine was intended since he did 
not believe that it had ever excluded Canada from the American 
states, colonies and dependencies referred to in the original 
message.*® The New York Herald Tribune commented: 


For many years now no one has imagined that the United States could 
remain indifferent to any threat against Canadian soil, and if the scope 
of the doctrine has been enlarged it is only in a technical sense. Yet the 
President has given a calculated portentousness to this announcement 
by timing it at a tense moment in international affairs.47 


Indeed, the timing of the speech and the place of its delivery 
probably account for the surprising contrast between its recep- 
tion and that accorded to a similar statement by the President 
two years before. His earlier words, uttered at Chautauqua, 
New York, on August 14, 1936, went practically unnoticed. On 
that occasion he said: “If there are remoter nations that wish us 
not good but ill, they know that we are strong; they know that 
we can and will defend ourselves and defend our neighbor- 
hood.”** 

In Europe the Kingston declaration evoked both approval and 


45 New York Times, August 19, 1938. 

46 Ibid., August 20, 1938. 

47 New York Herald Tribune, August 19, 1938. 

48 Italics supplied. Cf. Lionel H. Laing, “Does the Monroe Doctrine Cover 
Canada?” American Journal of International Law, XXXII, 794-796, October, 
1938. 
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resentment. It was cordially received in Great Britain, but sev- 
eral newspapers warned that the United States had not aban- 
doned her traditional policy of isolation. The London Daily 
Herald termed it a “momentous pledge,” and J. L. Garvin, 
editor of the Observer, wrote that while it was not “a positive 
assurance to European democracies that in the event of a con- 
flict the United States would come in,” it could be construed as 
“an intimation to the dictatorships that at a pinch the United 
States would be unable to keep out.’*® The Manchester Guard- 
ian said that the President’s words were “virtually a guarantee 
of help against aggression,” and that they represented a “vig- 
orous democratic spirit.”°® In France the Kingston address was 
widely interpreted as a step by the United States toward posi- 
tive support of Britain and France. In Berlin, Rome and Tokyo 
the speech met with a cold reception. It was reproduced in the 
German press in sufficiently large abstracts to enable the public 
to grasp its significance. The Italian press dealt with the speech 
derisively and asserted that President Roosevelt showed an 
ignorance of European affairs.” 

On the whole the President’s declaration was considered as 
evidence of solidarity among the democratic states. It could not 
be regarded as an intimation of alliance with the British Empire, 
but it indicated partiality toward the democracies of Europe 
and was a warning to the dictators that in case of trouble the 
sympathies of the United States would be ranged against them. 
The statement clearly enhanced the sentiment for continental 
defense. This was demonstrated when Prime Minister Mackenzie 
King declared at Woodbridge, Ontario, two days after the 
President’s speech, that Canada also had obligations as a good 
neighbor and that “one of them is to see that, at our own in- 
stance, our country is made as immune from attack or possible 
invasion as we can reasonably be expected to make it, and that 
should the occasion ever arise, enemy forces should not be able 
to pursue their way by land, sea or air to the United States 


49 Quoted in New York Times, August 21, 1938. 
50 Manchester Guardian Weekly, August 26, 1938. 
51 New York Times, August 19, 20, 21, 1938. 
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across Canadian territory.’** The defense of North America was 
no longer on a one-power basis. 


7. Canada and Munich 


The Czechoslovak crisis of September, 1938, provided a test 
for Canada’s policy of ‘‘no commitments” and shed some light 
on the question whether in the event of a European war the 
Dominion would remain neutral. As early as March 1, when the 
Austrian and the Sudeten minority problems were fermenting, 
the Prime Minister assured the House of Commons that his 
government was staying clear of the controversies and was ab- 
staining from expressing any opinion privately to the British 
government or publicly through Parliament. He admitted, how- 
ever, that the British government was keeping Canada informed 
of developments.’ On September 14 he announced that he had 
cabled to Prime Minister Chamberlain his approval of the plan 
to fly to Germany to confer with Herr Hitler because he re- 
garded direct personal contact to be the most effective means of 
removing tensions and misunderstandings.** On September 17 
Mr. Mackenzie King stated that his government was prepared 
to summon Parliament if the European situation demanded it, 
but that it would not declare its policy in advance. Labor groups, 
especially hostile to Nazism, urged a declaration that Canada 
would support Chamberlain to the hilt and recommended that 
Parliament be convened. The Prime Minister resisted this pres- 
sure because he believed that public controversy would serve 
the interest neither of peace nor of national or imperial unity. 
A move in either direction would almost certainly provoke in- 
ternal dissension, for the French Canadians and others were 
strongly opposed to any foreign entanglements. 

When the British and French agreement of September 19 was 
announced Canadians were surprised and somewhat disillu- 
sioned at Britain’s consent to the territorial division of the 
Czech Republic. They had hoped that France and Britain would 

52 New York Times, August 21, 1938. 
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put a stop to the march of the dictators. The Canadian Cabinet 
held an emergency meeting on September 23 and discussed de- 
fense preparations. Machinery was reported to be in readiness 
to furnish Great Britain with food supplies, but there was no 
move to summon Parliament.*® Meanwhile the Canadian Corps 
Association offered to raise and train, as its preliminary con- 
tribution, a division of men “‘to be available for the needs of the 
Empire.” The Montreal Trades and Labor Council and various 
other labor organizations pledged their support of the govern- 
ment against Nazi Germany.®® After a seven-hour Cabinet meet- 
ing on September 27 the Prime Minister announced that his 
government approved the speech made to the Empire by Cham- 
berlain and was making preparations for any crisis. True to 
principle, the Conservatives, party of the Opposition, pledged 
their full codperation to the government in whatever steps it 
might take in support of Chamberlain and the Empire.°’ The 
announcement of the Munich Accord, two days later, eased the 
tension. 

The anxious days preceding the four-power accord at Munich 
subjected Canadian foreign policy to its severest test since the 
World War. The Munich truce left unanswered the question 
what Canada would do in another European conflict, but the 
reactions within the Dominion while the question of war or 
peace was hanging in the balance indicated that if Great Britain 
had become involved Canada would have gone to her aid. To 
those in the United States who regarded themselves as spiritual 
allies of the European democracies, this forecast of the Cana- 
dian attitude in time of crisis was of the greatest possible sig- 
nificance. For though one could not say with any degree of cer- 
tainty that the United States would give military support to 
England and France in the event of a European war, one could 
at least say this: that any party in power in Washington would 
find it next to impossible to give such support, unless all the 
resources of Canada herself were first engaged. Thus the ques- 


58 New York Times, September 24, 1938; Bulletin of International News, XV, 
895. 

56 New York Times, September 27, 1938. 

57 [bid., September 28, 30, 1938. 
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tion of Canada’s “‘right to declare herself neutral” was not so 
simple as it sometimes sounded. For such a declaration, if war 
should break out, would mean that the European democracies 
would not only be deprived of Canadian help, but in all prob- 


ability they would be deprived of help from the United States 
as well. 
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CHAPTER NINE 


MEXICO FOR THE MEXICANS 


THE policy of the Good Neighbor is best exemplified in the 
relations between the United States and Canada. Here it is 
real and spontaneous (and has been so for years), requiring no 
hypodermics, administered longitudinally, to keep it alive. 
Most people in both countries simply take each other for 
granted and act accordingly. In 1938 the same could not be said 
of the relations between the United States and her next-door 
neighbor to the southward. All those common interests which 
are scarcely affected by the dividing line of the Canadian border 
do not even exist along the Rio Grande. In fact, in spite of her 
nearness, Mexico has always been regarded by people in the 
United States as more foreign than most countries of Europe 
and more exotic than some of the more remote countries of 
Latin America. 

The civilization of the United States and of Canada is basic- 
ally European. It has undergone little modification since it 
emigrated to the New World. The civilization of Mexico is 
also derived in part from Europe; but there the influences from 
overseas have not penetrated so deeply into the life of the 
people, and the aboriginal elements are still strong. Out of a 
total Mexican population in 1930 in excess of 16,000,000 more 
than a fourth were said to be full-blooded Indians and more 
than half to be of mixed blood (mestizos). Although four 
centuries have elapsed since the Spaniards came, one-seventh 
of the population still speak nothing but their aboriginal 
tongues. The civilization of Mexico stems from the Indian, 
and in any study of the international relations of that country 
this fact is important to remember. 

Differences in race and culture, along with geographical 
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propinquity, have accounted for many of the issues which have 
arisen out of the relations between Mexico and the United 
States. If Mexico were as remote from the United States in 
space as she is in world outlook, their interests would probably 
never have clashed; but as near neighbors their frequent and 
inevitable contacts have often worked out badly. The decade 
of revolution in Mexico before 1920 saw plenty of friction be- 
tween the two countries, and even after the period of civil 
conflict had passed it took some time to restore anything like 
cordial relations. In 1928, through the patient and accommo- 
dating work of Ambassador Morrow and Mr. J. Reuben Clark, 
Jt., a modus vivendi was eventually worked out." 


1. A Change of Rulers 


Nearly ten years of good will followed this agreement. In 
1936, however, a small cloud appeared on the horizon, and by 
1938 it had darkened much of the sky. For an understanding of 
this changing period it is necessary to take into account the 
personalities of the two men who guided the policies of 
Mexico. When Ambassador Morrow took up his duties he 
had presented his credentials to President Plutarco Elias Calles. 
The mutual confidence which these two men developed in each 
other during their official association contributed effectively to 
the amicable settlement of the matters at issue between their 
countries. When his term expired in 1928, and through the six 
years of political confusion which followed, General Calles 
remained the most influential man in Mexico and continued 
to direct the policies of the government while holding suc- 
cessively the posts of Minister of War and Minister of Finance. 
So long as he was a power in domestic politics, Mexico and 
the United States remained on good terms. He was much criti- 
cized, however, by radicals at home and abroad for his slowness 
in furthering the work of social and economic revolution to 
which he and his party were pledged. On the other hand he 


1Cf. The United States in World Affairs, 1937, 118; Charles P. Howland 
(ed.), Survey of American Foreign Relations, 1931, 153 ff.; James Morton Cal- 
lahan, American Foreign Policy in Mexican Relations, 610-619. 
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understood, as many of his critics did not, the relation of the 
outside world to Mexico’s welfare and progress. 

On December 1, 1934, Sefior Lazaro Cardenas became Presi- 
dent. Although he had been picked for the office by General 
Calles, he showed little sympathy with the views of his more 
conservative sponsor. Left-wing advisers both at home and 
abroad won his ear, and in 1936 he banished Calles to the 
United States and purged the Cabinet of his partisans.? With 
Cardenas at the top in his own right, relations between Mexico 
and the United States began to deteriorate. This was due in part 
to the man himself. He had passed his formative years in a 
peasant environment which had fixed his interests and had 
made it next to impossible for him to think of his country as 
belonging to a community of nations. His few experiences 
with foreigners were said to have been of a sort to confirm 
him in his agricultural nationalism. While exhibiting the usual 
characteristics of a self-made man who has attained success, he 
was unquestionably able, unselfishly patriotic and determined 
to help those of his people whose hard lives he knew from his 
own experience. Like most of Mexico's leaders, Cardenas had 
got his start in a uniform, becoming one of Madero’s generals 
during the revolution. But as chief of state there was nothing 
of the military autocrat about him; instead, he comported 
himself as a man of the common people, visiting their remotest 
villages and hearing their troubles at first hand. Probably no 
other President of Mexico had known his country and its 
problems so well. Certainly few, if any, others had shown less 
interest than he in the pomp and trappings of position or in the 
accumulation of a personal fortune while in power.* 

At the beginning of 1938 President Cardenas had been in 
office a little more than three years, but within this short period 
he had done more than all his predecessors since 1920 in 
carrying out the economic program of the revolution. He had 


2 For fuller details, cf. The United States in World Affairs, 1937, 119-122. 

% For a sympathetic appraisal of Mexico’s President, cf. Hubert Herring, 
“Cardenas the Man,” Harper's Monthly Magazine, CLXXVII, 489, October, 
1938. 
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speeded up the redistribution of estates among landless peons 
on a basis of communal ownership; he had sought to provide 
more adequate credit facilities for farm codperatives, and he 
had taken steps to obtain a betterment of wages and working 
conditions in industry. But more important in its effect on 
Mexico’s international relations was his renewed emphasis on 
the doctrine of ““Mexico for the Mexicans.” By this revolution- 
ary slogan Cardenas meant the nationalization of industries 
dependent for their operation on foreign capital and foreign 
management. 

There were few important industries within the country 
which did not fall within this description, and to the United 
States government the matter was one of great concern. The 
total direct (or property) investment by its nationals in Mexico 
in 1936 was estimated by the Department of Commerce at 
$479,000,000. In only three other countries—Canada, Cuba and 
Chile—was the stake of Americans in direct foreign invest- 
ments greater; and property rights in Mexico, by the dictum 
of the head of that state, were now no longer secure.* In point 
of fact, Mexico had been expropriating one class of American- 
owned properties since 1915. These were farm lands, seized in 
the execution of the government’s agrarian program. Up to 
August 30, 1927, according to the Department of State, ‘161 
moderate-sized properties of American citizens had been 
taken.” The claims arising therefrom, after much controversy, 
were referred to a commission set up by agreement between 
the two governments; but eleven years later the Department 
of State protested to the government of Mexico that “for 
whatever the reasons may be, not a single claim has been ad- 
justed and none has been paid. The owners of these properties, 
notwithstanding the repeated requests of this government for 
settlement, lost their property, its use and proceeds, from eleven 


* Direct investments by United States citizens in Mexico in 1929 were esti- 
mated by the Department of Commerce at $695,000,000. The lower figure for 
1936 represented a writing down of values due to the depression and to restrictive 
government policies. Cf. Department of Commerce, American Direct Investments 
in Foreign Countries—1936, Economic Series No. 1, 1938; also Cleona Lewis, 
America’s Stake in International Investments, 588. 
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years ago to more than twenty years ago, and are still seeking 
redress.” 

Between 1927 and 1938 the Mexican authorities continued 
to take over American-owned properties, chiefly moderate-sized 
farms, with a value computed by their owners in excess of 
$10,000,000, and none of these were paid for.® Those larger 
holdings of American citizens and companies, which received 
extensive notice in the press at the time of their expropriation, 
were not included in these estimates.’ Their total value was 
considerably in excess of that of the smaller holdings, most of 
which, as the Department of State said, could provide “only a 
modest living.” For nearly two decades this procedure had 
been in progress under six Mexican Presidents, and no effective 
method of checking it or of obtaining compensation had been 
devised during the administrations of five American Presi- 
dents. When, therefore, President Cardenas took office in 1934, 
he had ample precedent for dispossessing Americans and other 
foreign owners. 

The policy of Cardenas differed from that of his predecessors 
not so much in principle as in emphasis and tempo. It was 
under him that the seizure of farm lands for the purpose of 
agrarian reform was supplemented by a new type of expro- 
ptiation calculated to oust alien business organizations from 
the control of large-scale extractive industries. But it was not 
easy to give the appearance of legality to these new confisca- 
tions. The objective, it was felt, had to be attained via the 
flank! In defense of its seizure of foreign-owned farms the 
government had repeatedly and truthfully stated that it was 
taking the farms of its own nationals along with those of aliens. 
No such defense, however, could be advanced if seizures were 
to be made in an industrial field where little or no domestic 
capital was employed, and where the victims would necessarily 
be foreign. And although a legal case might be made for ex- 
propriation as a right inherent in a sovereign state, such an 


5 Department of State, Press Releases, XIX, 50-53, July 23, 1938. 

8 Ibid. 

T Some of these more conspicuous acts of expropriation are enumerated in The 
United States in World Affairs, 1937, 121-124. 
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argument was hardly adequate as a weapon of diplomacy; for 
any government such as that of the United States whose citi- 
zens were subjected to discrimination could conceivably engage 
in reprisals. For practical reasons, therefore, it was advisable to 
rest the case on something more persuasive than the exercise of 
an attribute of sovereignty. 

It was evident at the beginning of 1938 that the Cardenas 
government had definitely charted a course: the program of 
industrial expropriations was to be begun in the petroleum 
industry, and the attack was to be launched with a barrage on 
behalf of labor. Under existing conditions the choice of both 
lines of action was what would most naturally be expected. 
The people of Mexico had never reconciled themselves to the 
private exploitation of their oil resources by foreign companies. 
The concessions under which the companies operated dated 
back to the Diaz régime, and in the popular mind they were 
associated with those things against which the revolution had 
been launched. This feeling had been registered as far back 
as the Constitution of 1917, which had declared in Article 27 
that the “direct dominion” over all mineral wealth, including 
petroleum, was ‘‘vested in the Nation.” But the same article 
had stated that “private property shall not be expropriated 
except for reasons of public utility and by means of indemnifi- 
cation,” and Article 14 had declared that ‘‘no law shall be 
given retroactive effect to the prejudice of any person whom- 
soever.”” While these last two provisions had shown some indi- 
cation of a purpose to respect rights previously acquired, the 
oil companies and the Department of State had sought more 
positive assurances. The long-resulting controversy was finally 
settled by the agreement between Ambassador Morrow and 
President Calles already referred to, which confirmed the 
companies in such rights as they had acquired before the adop- 
tion of the new Constitution. 


2. Oil and Labor 


During the succeeding years of better feeling there was a 
persistent undertone of dissatisfaction with this arrangement 
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expressed by the more radical Mexican leaders. The govern- 
ment took cognizance of this sentiment. It went into the oil- 
producing business itself in a small way, and in accordance 
with the Constitution it disposed of no more oil lands to private 
interests in fee simple. After 1935 it laid down almost pro- 
hibitive terms for new foreign leases or concessions and, as a 
consequence, few were executed.* In 1936, after President 
Calles had gone into exile and the government had swung 
farther to the left, direct land expropriations were conducted 
on a more extensive scale than ever before. This method, how- 
ever, was not the one upon which the Cardenas régime was to 
rely in order to effect the nationalization of the oil industry. 
In November of that year it launched a drive against the com- 
panies through the medium of organized labor. 

Under Cardenas industrial or “vertical” unionism in Mexico 
had come on fast. A large number of wage-earners were en- 
rolled in the Confederation of Mexican Workers, or C.T.M., 
an organization in some ways resembling the C.1.O. in the 
United States. The Secretary General of this organization, 
Sefior Vicente Lombardo Toledano, wielded a power second 
only to that possessed by Cardenas himself. Many of his follow- 
ers, in increasing thousands, were organized into military units 
and were drilled in uniform with dummy guns. Moreover, the 
position of organized labor was buttressed by legislation more 
advanced than that of any other country except the Soviet 
Union. The Constitution of 1917 provided for a minimum 
wage, an eight-hour day, with double pay for overtime and the 
payment of wages to strikers, unless the strike were declared 
by the Board of Conciliation and Arbitration to be unlawful. 
It also required employers to provide adequate and sanitary 
housing for their workers at reasonable rentals, as well as 
schools, hospitals and other requirements for community life. 


8 The one conspicuous exception was a large concession to the British-con- 
trolled Mexican Eagle in the rich and well-proven Poza Rica field, but in this 
case the royalties from the best lands were as high as 35 per cent of production, 
and in addition the company agreed to advance the government a large loan. 

®The C.T.M. derived this designation from the initial letters of Confedera- 
cién de Trabajadores de México. 
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These elaborate provisions should not be regarded as repre- 
senting primarily a victory of Mexican labor over Mexican 
capitalists. Industrial wage-earners were relatively few, since 
over two-thirds of the population were engaged in agriculture; 
and domestic capitalists were fewer still. The labor movement 
was more a by-product of nationalism than a phase of the 
Marxian class struggle. The restrictions and exactions imposed 
on the employer were an essential part of the “Mexico for 
Mexicans” program; they represented efforts to bear down on 
the foreigner. And since Mexico had only a small and weak 
middle class pressing for its own interests, labor usually won 
its legislative victories without serious trouble.’ 

Because the labor movement was so deeply rooted in nation-’ 
alism, it was not surprising that President Cardenas and his 
advisers should find a wage dispute in the oil industry a con- 
venient means of building up a case for expropriation. The 
foreign oil companies employed about 18,000 workers, who 
were organized in the Mexican Petroleum Workers Union, af- 
filiated with the C.T.M. Fifteen of the leading oil companies 
and three shipping companies had individual agreements with 
the union. On November 3, 1936, the union submitted to these 
eighteen companies a single standard contract and threatened 
to call a general strike unless the companies agreed to begin 
negotiations on the basis of that contract within the next ten 
days. Eight days later the companies agreed to the holding of 
a general convention for the purpose of drafting a collective 
arrangement for the entire industry, but insisted that the 
negotiations should not be restricted solely to the demands of 
the union.” 

This was the small cloud, no bigger than a man’s hand, which 
appeared in 1936 and within the next two years was to darken 
relations between the two countries. Although the union re- 
fused at first to negotiate on any basis except its own demands, 
it consented at the eleventh hour to postpone its call for a 


10 Cf. G. W. Stocking, The Mexican Oil Problem (Arnold Foundation Studies 
in International Affairs, VI, No. 4). 

11 The Mexican Oil Strike of 1937, I, 3-5. A summation, partly documentary, 
of the points at issue, published by twelve of the companies. 
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strike for several months while new efforts were made to effect 
a settlement. The time limit fixed by the union for these nego- 
tiations expired on May 27, 1937, with no agreement in pros- 
pect, and the strike was called on the following day. The public 
suffered considerable inconvenience and showed little sym- 
pathy with extreme measures. Accordingly, the union decided 
upon a change of tactics. It discontinued the strike after it had 
been in effect twelve days and invoked a provision of the Labor 
Law applying to “controversies of an economic order’”’ which 
“by their special nature’’ could not be adjudicated in the 
manner provided for ordinary labor disputes. Under the pro- 
cedure prescribed by this section the Federal Board of Con- 
ciliation and Arbitration assumed jurisdiction and appointed 
a commission of experts to investigate the financial condition 
of the oil industry and submit a report to guide the board in 
deciding whether the union’s demands could be met within the 
economic framework of the companies’ operations. 

The original purpose of this special procedure had been to 
facilitate readjustments when changing economic conditions 
made it impossible for an employer to meet the conditions of 
his contract. Without some such provision, long-term labor 
agreements might become unworkable, as for example in a 
period of industrial depression or of rapidly rising prices. Un- 
employment might result. This section of the law, therefore, 
had been intended for the protection of both employers and 
employees, but it had recently been converted by Mexican ofh- 
cials into an instrument for obtaining additional advantages 
for workers on the sole basis of the ability of the industry to 
stand the added expense. In other words, under the new inter- 
pretation, wage-earners were entitled to anything they asked 
for if it could be shown that the employers in a given industry 
could pay for it. This was an innovation in labor policy, but it 
was consistent in all respects with the doctrines of the revo- 
lution. 

The oil companies challenged the validity of the proceedings, 
alleging that the dispute was not of an “economic order,” 
since there had been no material change in the industry which 
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required any readjustment of working conditions.’* They were 
overruled, and a Commission of Experts was appointed to 
investigate and report. Its members were two high government 
officials—Assistant Secretaries of the Treasury and the Na- 
tional Economy Departments—and a professor in the University 
of Mexico. To the last-named member fell a large share 
of the investigating and the drafting of the report, since his 
colleagues were occupied with other official duties. The set-up 
did not offer much promise of impartiality. 

On August 3, not quite two months after its appointment, 
the commission submitted its findings, which with exhibits 
and annexes ran to nearly a million words.’*® It undertook to 
make a comparison of conditions in the oil industry in Mexico 
and the United States, presumably on the theory that the oil 
workers in the two countries should be compensated on the 
same basis. The survey purported to show that the average pro- 
duction per worker in Mexico was higher than in the United 
States but that Mexican wages were much lower. Real wages 
earned by Mexican oil workers were reported as having de- 
clined since 1934 by as much as 16 to 22 per cent, whereas the 
real wages of oil workers in the United States were said to 
have risen during the same period by nearly 8 per cent. 

Furthermore, the profits of the companies operating in 
Mexico were figured as considerably larger than those of com- 
panies in the United States. In the latter country, according to 
the commission, it was necessary to invest the equivalent of 48 
pesos to produce a given amount of oil, compared with an in- 
vestment of 8.6 pesos in Mexico. It was also stated that in the 
United States the oil companies’ earnings in 1935 amounted to 
only 1.2 per cent on capital investment, compared with 16.8 per 
cent in Mexico. The companies’ own estimates showed total 
earnings in 1936 of less than 23,000,000 pesos, but the com- 


12 Charles A. Thomson, ‘The Mexican Oil Dispute,’ Foreign Policy Reports, 
XIV, 122 ff., August 15, 1938. For a detailed statement of the companies’ case, 
cf. Expropriation, a brochure issued by the Huasteca Petroleum Company and 
the Standard Oil Company of California. 

13 For a digest of the main points in the commission's findings, cf. The Mexican 
Oil Strike of 1937, Il: The Economic Issue, 9 ff. 
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mission alleged that they amounted to 56,000,000. On the basis 
of these findings the commission recommended even more lib- 
eral concessions in the matter of wages, retirement allowances, 
medical benefits and the like than had originally been de- 
manded by the union. 

In contesting the experts’ conclusions before the Board of 
Arbitration and Conciliation the companies insisted that in 
“scope and character the report was clearly prejudiced and im- 
passioned,” and that they were compelled to regard it as an 
attack. They maintained that the commission had deliberately 
disregarded both the companies’ records and the statements 
prepared by certified accountants, and that among other par- 
tial acts it had arbitrarily valued oil exports on the basis of 
trade journal quotations instead of on prices actually realized. 
The board announced its award on December 18, 1937. Like 
the experts, it showed a strong bias. It ordered an increase of 
wages amounting, according to its calculations, to 26,329,393 
pesos annually and roughly equivalent to an advance of 27 per 
cent in basic wages. Its ruling also called for a forty-hour five- 
day week; pensions up to 80 per cent of wages at the time of 
retirement; vacations ranging, according to length of service, 
from three weeks to a month at full pay; sixteen special holi- 
days, apart from Sundays, with full pay; payment by the com- 
panies of one-half of the premium on life insurance carried 
by every worker to the amount of 4,000 pesos; free housing for 
employees, and where such housing was not immediately avail- 
able, the addition of a “housing allowance” to their wages; 
free transportation for employees on vacation or leave of 
absence to “populated centers,” with no restriction as to dis- 
tance; and the provision of recreation facilities, such as sports 
fields, gymnasiums, playgrounds and libraries for the workers. 
The companies were even required to furnish overalls for their 
employees and to pay for their laundering, and in the event of 
cold weather, rain, surface oil and similar conditions, to supply 
jackets, trousers, waterproof boots and other equipment which 
the employees deemed necessary." 


14The Mexican Oil Strike of 1937: The Decision of the Labour Board, 15 ff. 
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In making this award the board had adhered closely to the 
recommendations of its Commission of Experts and had com- 
pletely disregarded all evidence submitted in rebuttal. On De- 
cember 28, ten days after the award, the companies applied to 
the Supreme Court of Mexico for an injunction restraining the 
board from enforcing its decision. This automatically sus- 
pended the application of the award pending a ruling by that 
tribunal. The application was based on eight important 
grounds. Several of these involved technical points of law 
which need not be considered here. Of more significance in 
their bearing on the international aspects of the controversy 
were the allegations: (1) that the companies were required to 
grant benefits that were not included in the original demands 
of the workers; (2) that the dispute was not of “an economic 
character’”” within the meaning of the law; (3) that there was 
“no precept of law or of reason which determines that the 
demands of the workers shall be limited only by the economic 
capacity of the employers”; (4) that the award, in any event, 
misrepresented the real economic capacity of the employers; 
and (5) that it deprived them of rights granted by their collec- 
tive contracts already in force.’® 

The first three of these points have already been discussed 
in this chapter. As to the fourth point, the companies insisted 
that the board had greatly underestimated the yearly cost 
which its award would impose on them, and that instead of 
26,329,393 pesos it would amount, by their calculation, to 
41,247,032. Furthermore, since the award was retroactive to 
the date of the strike, May 28, 1937, there would be an addi- 
tional non-recurring charge of 14,000,000 pesos; and for the 
two major companies, which had agreed to some increase of 
wages before the strike, there would be a further retroactive 
item of 8,000,000 pesos. Finally, there was an award of 
1,300,000 pesos to the workers as pay for the period of the 
strike, bringing the total added cost during the first year to 
64,500,000 pesos. 

The companies strenuously objected that the award not only 

15 The Mexican Oil Strike of 1937: Decision of the Labour Board, 31 ff. 
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imposed new obligations beyond their financial capacity but 
that in certain other respects it deprived them of their right to 
manage their own business. The workers, through the union, 
were granted a decisive voice in many matters of a purely ex- 
ecutive character. For example, the number of general managers 
was to be limited to one for each company, regardless of the 
scale of operations. There might be managers and assistant 
managers of refineries, production, transportation, credit and 
so forth, but these were no longer to be classified as “confiden- 
tial positions” and were to be open to members of the union. 
The same rule was to be applied to cashiers, paymasters, mem- 
bers of the personnel departments, and to one-half of the staff 
of the legal departments. The companies were not to be allowed 
even to choose their own medical staffs; these were to be 
selected by a committee representing the employers, the union 
and the government. 

Especially objectionable, they felt, was the requirement that 
the occupant of any confidential (non-union) position should 
be summarily discharged if more than three complaints were 
lodged against him by union workers. This would mean in 
practice that every executive held his place at the pleasure of 
the workers. Promotions were to be based wholly on seniority. 
The number of employees could be reduced only with the con- 
sent of the local unions, and in such cases the non-union workers 
were to be discharged first. Any worker expelled from a union 
was also to be dismissed forthwith by the employer. Although 
the law already required that 90 per cent of the employees 
should be Mexicans, the board now ruled that within the en- 
suing three years all foreign technicians should be discharged 
and their places be taken by nationals of Mexico. This require- 
ment was imposed in spite of the fact that the government had 
found it necessary to employ foreign technicians for operating 
its own company because of the lack of trained Mexicans. 

Spokesmen for the oil interests insisted that the government 
had purposely imposed conditions which it knew the companies 
either would not accept or would be unable to fulfill if they 
did accept, so that in either case the government would have 
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cause for further action on the ground of non-compliance. 
The conditions laid down by the government for the petroleum 
industry were not workable under private capitalism, and were 
obviously not intended to be. As Professor Stocking, a com- 
mentator friendly to the Cardenas government, stated at the 
time, the conflict was really “a clash of ideologies.’”’* The 
companies aimed at the profitable operation of properties 
legally acquired and fairly administered; the government aimed 
at obtaining a return for labor limited only by the economic 
capacity of the employers. Both parties to the controversy 
made their positions clear. Sefior Lombardo Toledano, the 
moving spirit behind the labor demands, later summed up the 
Mexican view when he said that acceptance of the govern- 
ment’s demands “would have been a great victory of labor over 
capital,” but their rejection was a greater ‘‘victory of the Mex- 
ican people over foreign imperialism.” 


3. The Expropriation 


In seeking an injunction from the Supreme Court against 
the enforcement of the award of the board, the companies 
were aware that the odds were against them. For President 
Cardenas had carefully “packed” the court with justices who 
would do as they were bid. The twenty-one members of the 
tribunal were no longer appointed for life but for six-year terms 
coinciding with the term of the President and were nearly as 
much under his direction as were members of his Cabinet. 
That the protection given to the judiciary in other parts of 
North America was not in evidence south of the Rio Grande 
may be inferred from certain events which followed the filing 
of the plan for an injunction. The companies submitted the 
last of the exhibits and records in support of their case on 
February 2, 1938. Three days later Lombardo Toledano, head of 
the C.T.M., launched an elaborate program designed to exert 
pressure on the court in behalf of the Union of Petroleum 
Workers. Meetings were to be held throughout the country 


16 George Ward Stocking, op. cit. 
17 New York Times, June 25, 1938. 
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for the adoption of resolutions calling on the Supreme Court to 
decide the case in the interest of labor. A general convention 
of the C.T.M., the first of its kind, was to meet in Mexico City 
to discuss the oil problem and other matters of interest while 
the court was deliberating on the case. 

The C.T.M. convened on February 22 and was in session for 
a week. At its opening meeting Sefior Lombardo Toledano 
made an attack upon the “imperialistic” oil companies and 
predicted that the decision of the court would uphold the board. 
Two days later President Cardenas also spoke. He laid the 
blame for many of the economic ills of Mexico on the activi- 
ties of the foreign oil interests and intimated that by suddenly 
withdrawing bank deposits and alarming business they were 
trying to influence the decision of the court.'® 

The oil companies had challenged the right of one of the 
justices to act in the case because of his close personal friend- 
ship with Lombardo Toledano. The justice did not retire from 
the case, however, until the labor section of the court met to 
hand down its decision, and he then delivered a long and 
bitter harangue against the companies, stating that the issues 
were not of a legal but of a political character and that since 
he had already done his part for the benefit of his country he 
was content to withdraw.’® When the court gave its decision 
on March 1 the room was crowded with union members dis- 
playing the insignia of their organizations and banners and 
placards predicting victory over the “forces of imperialism.” 
No one was surprised, therefore, when the petition for an in- 
junction was denied. 

While the case was pending the companies sent a special 
representative from New York with authority to confer with 
government and labor officials in an effort to reach a direct 
settlement. Although the existing wage schedule in the oil 
industry was considerably higher than that of the government- 


18 New York Times, February 25, 1938. 

19The Mexican Oil Strike of 1937, IV: The Expropriatory Decree, 24-25. 
The Court may sit em banc or in four groups of five members each, dealing 
respectively with criminal, civil, administrative and labor questions. 
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owned concern and was said to be more than twice the average 
wage throughout the country, the companies offered substantial 
increases in wages and other benefits but insisted that there be 
no interference in their management. Nothing came of these 
discussions, since the Mexican officials seemed to feel that it 
would be bad politics to make any modifications in the Federal 
Board’s award; and this in spite of the fact that they admitted 
that the payment of higher wages to the oil workers might 
cause discontent among workers in other industries. 

Following the decision of the Supreme Court the seventeen 
companies affected made a formal public announcement of 
their inability to meet the terms of the award. The initiative in 
the case now reverted to the board. It set March 7 as the final 
date for compliance with its order, but in the meantime the 
companies had reopened negotiations with the government 
in an effort to effect a compromise. They finally agreed to in- 
crease wages to the extent of 24,000,000 pesos, but since their 
own estimates did not conform with those of the board they 
asked for definite assurances in writing that the maximum 
would not exceed this amount. This proposal was rejected, and 
President Cardenas is reported to have said that such a request 
was a reflection on the integrity of his government. 

During these discussions the Federal Board extended the 
“deadline” to March 14. On the 15th the companies formally 
notified the board that they were unable to meet its conditions. 
The next step lay with the government. At the United States 
Embassy, and presumably also in Washington, the most drastic 
action expected was a move to place the companies in receiver- 
ship.” They did not appear to be wholly averse to this pro- 
cedure, believing that it would substantiate their claim that they 
could not pay the higher wages and would also reveal the fact 
that the Mexican government had neither the trained personnel 
nor the financial resources to carry on the industry. 

On March 18 at 10 p.m., however, President Cardenas loosed 
what Ambassador Daniels called “‘a bolt from the blue.” In a 
speech over the radio the President announced that under the 


20 New York Times, March 21, 1938. 
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terms of the Expropriation Act of 1936 he was going to take 
control of the oil industry in the public interest. He admitted 
that he had disregarded the procedure prescribed by law in the 
event that an employer failed to comply with the government 
award, but excused this action on the ground that “elaborate 
legal proceedings” would “unduly prolong a situation that 
must, for the honor of the nation, be decided at once.” Here 
was a case, he said, involving not merely the execution of 
a routine judgment but “a final situation that calls for im- 
mediate settlement.”** 

The President even disregarded the provision of his own 
Expropriation Law requiring a preliminary hearing at which 
the property to be taken over was to be accurately designated 
and described. In his attack on the companies he accused them 
of many practices which were not at issue in their controversy 
with the government. He charged them with improper political 
activity, with subsidizing an unpatriotic press to defend their 
interests, with permitting abuses by their private police and 
with providing comforts and conveniences for their foreign 
staffs which were denied to their Mexican employees. After 
calling on his people for “the moral and material support 
sufficient to carry out a decision so justifiable, so transcendent 
and so indispensable,” he ended his message with a gratuitous 
promise to “‘other nations of democratic tendencies,” assuring 
them that they need have no fear that in its petroleum opera- 
tions his government would ‘swerve in the slightest from the 
moral solidarity’ which bound them together. Unlike the 
expropriated companies, which would not object ‘to handing 
over Mexico’s petroleum to the highest bidder,” his govern- 
ment would always take account of the consequences that 
would fall on the “nations engaged in conflict.’” This statement 
was obviously intended to reassure the Loyalist government of 
Spain that Mexico would sell no oil to its totalitarian enemies— 
a promise especially noteworthy in view of the opposite policy 
which President Cardenas adopted a few months later. 


21 Lazaro Cardenas, Message to the Mexican Nation on the Oil Question. 
22 See below, p. 257. 
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Immediately after the announcement of expropriation the 
companies made one final effort to stave off this action by an 
offer to pay the disputed 26,000,000 pesos, but this was refused 
as “‘too late,” and the decree was duly published on March 19. 
A wave of nationalistic enthusiasm at once swept the country. 
On March 23 there was a big parade in Mexico City, and 
President Cardenas made a brief speech to the marchers as they 
massed in front of the National Palace. “We must organize 
immediately,” he said, “to begin paying for what we have 
expropriated . . . since it would not be right for us to leave 
this debt as a burden on future generations.”** The governors 
of the Mexican states converged on the capital and offered 
both their official codperation and their personal contributions 
in forwarding the new program. Even prominent churchmen, 
among them an archbishop, who had looked askance at the 
radicalism of Cardenas and his predecessors, joined in a move- 
ment to collect funds in payment for the expropriated proper- 
ties. Collections were taken in many churches, and in Mexico 
City the poorest peons dropped their mites and trinkets into 
the bowls placed in the vestibule of the National Opera House. 

By the middle of August these voluntary contributions in 
Mexican and United States currency and gold coin amounted 
to 2,200,000 pesos ($440,000)."* The total, at the most, was. 
about one-half of one per cent of the estimated value of the 
investment of American oil companies and represented a still 
smaller fraction of the value of the British companies’ proper- 
ties. It was obvious that sufficient funds for reimbursement 
could never be obtained in this fashion. By September 1 Presi- 
dent Cardenas had come to realize more fully the difficulty of 
a prompt payment of the debt which he had proclaimed as his 
objective immediately after the expropriation. In fact, he now 
indicated that some of the companies might not be entitled 
to any remuneration whatever. In his message to Congress he 
announced that there would be no indemnity for oil still in 
the ground, since that was part of the national domain in 


°8 Cardenas, Message to the Mexican Nation on the Oil Question. 
24 Bulletin of the Pan American Union, LXXII, 669, November, 1938. 
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accordance with the Constitution of 1917 as well as the long 
line of Mexican law. The only reason for granting concessions 
to the companies, he said, was to make possible the extraction 
of petroleum. The concessions were granted for a considerable 
period “just so that the concessionaries may reimburse them- 
selves for their investments, the value of which is the only sum 
which the state feels obligated to guarantee.” The sole claim 
which the government would recognize, therefore, was “the 
amount of that part of the companies’ justifiable investments 
which they have not yet recovered.”*° 


4. The Attitude of Foreign Governments 


Of the seventeen concerns whose properties were expropri- 
ated, four belonged to the British-controlled Royal-Dutch Shell 
group. The remainder were American-owned, most of them 
subsidiaries of the Standard Oil of New Jersey, the Standard 
Oil of California, and the Sinclair interests.2® The British stake 
in Mexico was considerably greater than that of the Americans. 
Mexican Eagle, or “El Aguila,” 85 per cent British-owned, 
accounted for over 6o per cent of Mexico’s petroleum output. 
Estimates of the total investment of British and American capi- 
tal in the Mexican oil industry showed a wide variation. Press 
reports from Mexico stating the companies’ case placed the 
total at $450,000,000, of which $250,000,000 was British and 
the remainder was American, while guesses from the Mexican 
side placed the total as low as $100,000,000."* 

Only four months before the expropriations the British had 
obtained valuable new concessions in the Poza Rica field, re- 
puted to be one of the richest petroleum deposits in the world, 

25 Bulletin of the Pan American Union, LXXII, 669, November, 1938. 

26 One privately operated company, the Mexican Gulf Company, did not have 
a collective agreement with its employees, who were said not to have asked for 
one, and this concern was not included in the decree. 

27 New York Times, March 19, 1938; Hubert Herring, ‘Mexico Claims Its 
Own,” Nation, CXLVI, 441, April 16, 1938. Cleona Lewis in America’s Stake ia 
International Investments, published by the Brookings Institution, estimates the 
American investment in oil production in Mexico at $206,000,000 in both 1935 
and 1929. On the other hand, the Department of Commerce brochure by Paul D. 


Dickens, American Direct Investments Abroad—1936, places the total in 1936 at 
only $69,000,000, compared with $150,000,000 in 1929. 














MEXICO FOR THE MEXICANS 243 


and were evidently planning to supply their national needs 
without being dependent in the event of war on shipments 
from the Anglo-Iranian oil fields through the Mediterranean. 
Mexican Eagle was reported as having recently spent £4,000,- 
000 in “proving” the Poza Rica field and another million 
pounds in constructing a pipe line to the coast.”* All this effort 
and outlay had gone for naught. Although the Cardenas régime 
was avowedly anti-Fascist in its protestations, it had struck a 
blow at the only two countries which were capable of protect- 
ing it effectively against possible encroachments of the Fascist 
powers. 

The American and British companies immediately appealed 
to their governments, claiming that their rights under the law 
of Mexico had been violated and that the procedure had been 
marked by such bias and prejudice as to constitute a denial of 
justice in international law. Washington found itself hampered 
by inhibitions which had relatively little weight in shaping the 
policy of Great Britain. It could not, for example, call Mexico 
sternly to account without running the risk of discrediting its 
professions of the Good Neighbor among other Latin Amer- 
ican countries. Nevertheless, Secretary Hull was keenly dis- 
tressed at the turn of events, because this seemed to him to 
be one more instance of that disrespect for international law 
and order against which he had labored and inveighed so con- 
stantly. At the moment, however, he went no farther than to 
state his serious concern over the latest developments. On 
March 27 he submitted a note to the Mexican government, the 
substance of which he repeated in a public statement three 
days later. Mild in tone but firm in his stand for the practice 
of comity between nations, he did not question the right of 
the government of Mexico, in the exercise of its sovereign 
power, to expropriate properties within its jurisdiction, but at 
the same time he insisted that ‘the properties of nationals so 
expropriated are required to be paid for by compensation rep- 
resenting fair, assured and effective value to the nationals from 

28 Nineteenth Century and After, CXXIV, 59-61, July, 1938. 
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whom these properties were taken.””*® This act of expropriation, 
he said,was only one instance in a long series of similar char- 
acter, and he expressed the hope that a fair solution of the 
problem might soon be found.*° 

The full text of this statement was not made public in 
Mexico. The censored version, citing the American govern- 
ment’s acknowledgment of Mexico’s right to take over the oil 
properties, but omitting its insistence upon adequate and 
prompt payment, evoked loud cheers when it was read in the 
capital at a political convention which had been called to form 
a new government party.** On March 31 President Cardenas 
stated in a note to Ambassador Daniels that the attitude of 
the United States had “won the esteem of the people of 
Mexico,” and he assured the Ambassador that “Mexico will 
know how to honor its obligations of today and its obliga- 
tions of yesterday.’’** Secretary Hull courteously expressed his 
gratification at “the declaration of Mexico’s determination to 
honor its obligations both past and present,’** and there the 
matter rested for the time being. 

President Roosevelt was then on a vacation in Warm Springs, 
and at a press conference on April 1 he made it clear that the 
Administration was more interested in the claims of the small 
American farmers and ranchers who had lost everything by 
investing in Mexican properties than it was in those whose in- 
terests were larger. Wholly apart from the small landholders, 
the oil companies, and others engaged in legitimate business, 
there was another group which through devious measures had 
acquired hundreds of thousands of acres at a nominal cost and 
were putting in claims for damages far in excess of their actual 
investments. The point was emphasized that the United States 
government had little sympathy for such claimants and would 
not become a collection agency for them. On the other hand, 
in the government’s view, the American oil companies had ac- 


2° Cf. Appendix VII (c). 

30 Ibid, 

31 New York Times, Match 31, 1938. 
82 Cf. Appendix VII (@). 

88 New York Times, April 2, 1938. 
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quired great rights and property in a legitimate way and were 
engaged in legitimate business, and they were entitled to re- 
payment of the actual sum invested less the depreciation inci- 
dent to their various operations. In no case, however, would 
the Administration be sympathetic toward claims from this 
source based on prospective profits.** 

In the meantime the British government had adopted a 
firmer and more conventional tone. In a note of April 8 it 
acknowledged the right of expropriation, but only when such 
action was in the public interest and was promptly followed by 
adequate compensation. It emphatically denied that these basic 
principles were applicable to the present case and denounced 
the expropriations as “essentially arbitrary in character.” In 
substance the note was a sweeping indictment of the whole 
procedure of the Mexican government. It charged that in the 
award of the Board of Arbitration and Conciliation and in the 
decision of the Supreme Court the pertinent evidence was ex- 
cluded; that non-compliance with the award did not justify so 
drastic a measure as expropriation; that the motives were po- 
litical, and that the results were a denial of justice and a trans- 
gression of the principles of international law. There was con- 
sequently “no way in which this situation can be remedied but 
by the restoration of its properties to the [Mexican Eagle} com- 
pany itself. This His Majesty’s Minister is instructed hereby 
formally to request.’’*° 

In its reply on April 12 the Mexican government insisted 
that the company was ‘‘a Mexican enterprise” and that the 
proceedings effected were “in strict conformity with the laws 
of the Republic of Mexico.’’** To this rejoinder the British gov- 
ernment replied in another note that it was not intervening on 
behalf of the company, which in fact had not asked for in- 
tervention, but that it was acting on behalf of a large majority 
of stockholders of British nationality. And it contended that 

34 New York Times, April 2, 1938. 

35 British White Paper, Cmd. $758. 

88 The oil companies operating in Mexico were required to obtain charters in 


that country regardless of the nationality of the owners and to waive the right to 
invoke the protection of another government. 
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nothing in the Mexican Constitution could deprive another 
government of the right to protect its nationals against unjust 
treatment.*’ Further exchanges of notes followed, and the con- 
troversy seemed about to resolve itself into an exercise of 
dialectics—a practice in which the Mexican Foreign Office had 
displayed exceptional talent. 

However, on May 11 the British put an end to this profit- 
less argument and bluntly demanded payment of an instalment 
of 361,737 pesos on an award made under an Anglo-Mexican 
Claims Convention in 1935.°* This instalment was four months 
overdue, and the Mexicans were pointedly reminded that their 
failure to meet already existing obligations tended in itself to 
deprive their expropriations of any justification. The Mexican 
scriveners were not to be squelched so easily. The British had 
unwittingly revealed a weak spot in their armor of righteous- 
ness, and their opponents quickly took advantage of it. A check 
for the sum in arrears was immediately dispatched to the Brit- 
ish Minister and with it went a note calling his attention to 
the fact that “even some powerful states and those which have 
ample resources cannot pride themselves on the punctual pay- 
ment of all their pecuniary obligations.” The quick payment 
was intended as a thrust, and the reference to the British 
government's default on its war debt to the United States was 
a palpable hit. 

Evidently the Mexican Foreign Office, too, was done with 
dialectic and would resort to action. On handing Minister 
O'Malley the overdue check for 361,737 pesos, Foreign Min- 
ister Hay informed him that “in view of the very unfriendly 
attitude of the British government” toward Mexico in connec- 
tion with the oil situation, the Mexican government had found 
it necessary to withdraw its Minister from London and close 
its Legation there. Thereupon the officials in Whitehall could 
only follow suit and withdraw Minister O'Malley from Mexico 
City, thus completely severing Mexican-British relations. 


37 British White Paper, Cmd. 5758. 

88 These claims arose from losses suffered by British nationals during the 
Mexican revolution, and under the agreement Mexico was to make payment in 
eleven annual instalments beginning in January, 1936. 
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Neither kind words from Washington nor harsh words from 


London had buttered any parsnips for the dispossessed oil 
companies. 


5. The American Land Claims 


After the severance of diplomatic relations between Great 
Britain and Mexico, the United States was left to carry on 
alone. The Roosevelt Administration, however, showed little 
zest for a diplomatic tilt with the Cardenas government on 
behalf of the oil companies. It was disposed to hold back until 
they had tried every avenue still open to them under Mexican 
law. The expropriation decree had been issued under the pro- 
visions of an act of November 23, 1936, and since the com- 
panies were planning a test of the constitutionality of that 
measure the issue might soon be thrown back into the courts.*® 
In that case diplomatic intervention would not be appropriate. 

This attitude was so scrupulously maintained that four 
months after the seizure of the oil properties President Car- 
denas could state publicly that he had received no protest from 
Washington concerning this matter. The United States gov- 
ernment was in fact leaning backward in its efforts to avoid 
what was bound to be a bitter controversy. It seemed mindful 
not only of the effect which its attitude toward Mexico might 
have on its relations with the rest of Latin America but also of 
the possible effects of its policy on conditions within Mexico 
itself. Indications of outright antagonism of Washington to- 
ward the Cardenas régime would almost certainly encourage 
its political opponents to activities so disturbing to Mexico's 
tranquillity that the prospects of a settlement of the American 
claims would be more remote than ever.*° 

In its note of March 27 to the Mexican government the De- 


8° Appeals on this issue were brought before both the District Court and the 
Supreme Court, but were rejected. A third appeal was still pending at the end 
of the year. 

40 There were a number of organizations in Mexico opposed to the Cardenas 
régime, among them the Gold Shirts, a semi-Fascist group; the Veterans of the 
Revolution, modeled somewhat along the lines of the American Legion; the 
Employers Association and the Mexican Middle Class Federation. Cf. New 
Republic, XCVI, 298, October 19, 1938. 
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partment of State had made no direct reference to the claims 
of the oil companies. When it insisted upon “adequate, effec- 
tive and prompt compensation” it was referring to the long- 
pending claims for expropriated farm lands. To keep the “in- 
terests” cooling their heels while attending to the complaints 
of the “little fellow” was, on the whole, good politics for home 
consumption. Nor could the Administration entirely ignore 
the pro-Cardenas sentiment in the left wing of its own fol- 
lowing. In fact some of its most articulate supporters wel- 
comed the oil expropriations. In this group were those who 
felt that the interest of a few Americans in such things as land 
and oil should not be allowed to stand in the way of the hoped- 
for emancipation of millions of underprivileged Mexicans. 
They regarded the seizure of the oil properties as an uppercut 
to economic imperialism, as the final assurance of the success 
of the Revolution of 1910-1920, and as the turning point in 
the struggle of the common man. Others who cared nothing for 
this “uplift stuff” derived satisfaction from seeing capitalist 
oil producers “getting theirs.” Some journals of liberal opinion 
which ordinarily approved of the Administration’s domestic 
policies, now ardently supported Mexico against their own 
government. They criticized the Department of State for rais- 
ing the expropriation issue at all and applauded Mexico’s re- 
fusal to “knuckle under.’*' Mexico was doing something for 
the “forgotten man,” and that was enough to make the end 
justify the means. The existence of this opposition was well 
understood in Mexico. Indeed, several prominent American 
citizens, including one important government official, in attend- 
ance at the International Labor Congress in Mexico City in 
September, made it clear where liberal sympathies lay. 

At the same time conservatives were criticizing the Depart- 
ment of State for lack of firmness in dealing with the oil and 


*1 Cf. Nation, CXLVII, 234, September 10, 1938. 

42 A member of the United States National Labor Relations Board was quoted 
as attacking American employers and praising Mexican policies and accomplish- 
ments as models for other American republics to follow. New York Herald 
Tribune, September 14, 1938. Another American speaker was quoted as de- 
nouncing the Department of State’s insistence on immediate payment as ‘‘objec- 
tionable’’ and “unneighborly.” 
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land seizures. To insist on payment, they said, was futile, for 
Mexico was bankrupt; and since she could not pay she should 
be required to return the properties. These critics presumably 
overlooked the fact that Great Britain had followed precisely 
this procedure, with no success whatsoever. They found fault 
not only with their government but with those liberals who de- 
fended Mexico’s action while denouncing Great Britain and 
France for yielding to Germany. At least, they said, the Euro- 
pean democracies faced a powerful rival, while the United 
States was meeting an equally severe defeat at the hands of 
a weak nation.** 

Notwithstanding these verbal pot-shots from the right and 
the left, Mr. Hull with characteristic persistence continued to 
apply pressure on Mexico in the hope of arriving at some defi- 
nite settlement of the small farms dispute. There was much 
flowing of diplomatic ink before a common basis of agree- 
ment was attained. On April 19, in response to the United 
States note of March 27, the Mexican government indicated 
its willingness to make small payments toward the settlement 
of a few specific items. This seemed to the Department of State 
an attempt to avoid the main issue, and on June 29 it presented 
a detailed statement of the outstanding claims for small Amer- 
ican properties which had been taken over since 1927, and 
which were valued by their former owners at $10,132,388. 
Along with this list it also submitted a suggestion for an offi- 
cial appraisal of their value and asked that partial payments 
be made while the valuations were in progress. In its reply on 
July 15 the Mexican government showed that it was still un- 
willing to come to grips with the problem in a concrete way. 
It cried “manana,” stating that it had not contemplated ‘‘cover- 
ing entirely, during the present presidential term, the amount 
of the properties expropriated, much less has it undertaken, nor 
can it undertake to proceed in such manner.’** Since the term 
of President Cardenas was to run for two and a half years 
more, his government was saying in effect that many of the 


43. Cf. Barron’s, October 10, 1938; Texas Review, November 26, 1938. 
44 Department of State, Press Releases, XIX, 50-53, July 23, 1938. 
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claims would not even be considered during this period, al- 
though they had been pending for many years. 

Six days after the receipt of this note Mr. Hull made the 
strongest replication that had yet been submitted. After re- 
viewing the long series of expropriations, which began in 1915, 
and the repeated efforts of the United States government to 
obtain payment therefor on a basis of “fair dealing and fair 
play based on law and justice,” he stated emphatically that 


The taking of properties without compensation is not expropriation. 
It is confiscation. It is no less confiscation because there may be an ex- 
pressed intent to pay at some time in the future.*® 


An effort to extenuate Mexico’s action on the ground that 
it would contribute to the social betterment of the masses was 
dismissed by Mr. Hull as entirely irrelevant to the real issue 
between the two governments. He pointed out that his own 
government had undertaken a program of social improvement 
and that pursuant thereto it too had expropriated from foreign- 
ers as well as from its own citizens lands of various kinds for 
slum clearances, housing projects, power dams, and the like. 
Nevertheless, it had always promptly reimbursed the owners. 
Mr. Hull now proposed to arbitrate the question whether 
Mexico had complied with the rule of compensation pre- 
scribed by international law in the case of agrarian properties 
expropriated since 1927. He suggested that the arbitration be 
conducted under the provisions of the General Treaty of Wash- 
ington of January 5, 1929, and that if the decision were against 
the Mexican government, the tribunal should determine the 
amount of compensation and the terms under which it should 
be made.*® 

Mexico’s Foreign Minister, Sefior Eduardo Hay, demurred 
to the proposal on the ground that arbitration should be re- 
served for cases of “irreducible differences” and that the issues 
had not reached such a stage. He also challenged Mr. Hull's 
interpretation of the rights of American citizens under inter- 
national law, maintaining that the expropriations were of a 


45 Department of State, Press Releases, XIX, 50-53, July 23, 1938. 
46 Ibid. 
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“general and impersonal” character, applying to nationals and 
aliens alike, and that in such cases there was no rule in inter- 
national law which called for immediate or even deferred com- 
pensation. He admitted that Mexico was obligated under her 
own laws to make adequate payment, but he insisted that the 
time and manner of payment were for her determination alone. 
Although the United States government had made prompt 
compensation in the case of its own expropriations, this merely 
showed, he said, that its economic circumstances permitted such 
a course; and it was hard to believe that its reforms would 
have been abandoned if conditions had been different.** 

The correspondence on the land question rolled on and on. 
The Department of State in Washington was seeking to make 
its position clear not merely to Mexico but to any other Latin 
American governments which might be casting envious eyes 
on the American-owned properties within their jurisdiction. 
Mr. Hull’s notes repeatedly emphasized four basic principles: 
that expropriations were illegal unless accompanied by pro- 
visions for prompt and adequate payment; that no government 
could nullify principles of international law through contra- 
dictory municipal legislation of its own; that the taking over 
of property which could not be paid for could not be justified 
on the ground that this procedure was for the common benefit; 
and that no government could be relieved of its obligations 
merely because its financial or economic condition would make 
compliance difficult. 

The Mexican Foreign Office, however, could not be silenced 
by these legal arguments. It found a weak spot, as it thought, 
in the American case and, just as in its tilt with Great Britain, 
it proceeded to direct its attack toward that point. “Countries 
might be mentioned,” it said, “which under pressure of reasons 
considered to be of public necessity have forced private in- 
dividuals to exchange their gold and their gold certificates for 
money which has already been depreciated, or which was de- 
preciated immediately afterwards.” Moreover, these unnamed 
countries had even required “private persons, without distin- 


47 Department of State, Press Releases, XIX, 135-139, August 27, 1938. 
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guishing between nationals and foreigners, to receive in pay- 
ment of obligations which had been contracted in gold, the 
already depreciated currency of the country.” And then, to 
drive the alleged analogy home, it added that “because expro- 
priation was indirect in these cases it was none the less effec- 
tive, since the owners of gold and gold certificates in the first 
example, or of credits payable in gold, in the second one, have 
seen their property diminish without receiving adequate com- 
pensation in return.’’** 

Instead of arbitration, as proposed by Mr. Hull, Sefior Hay 
suggested that each government designate a representative to 
fix the value of the properties and the manner of payment. Mr. 
Hull refused. ‘““We have held conversations with regard to 
payment for many years without result,” he said. He then 
pointedly asked whether the Mexican government would agree 
not to take any more lands without payment, and at the same 
time he renewed a proposal which had been made on June 29, 
namely, that the question of compensation be fixed by two com- 
missioners representing the respective governments and that 
in the event of disagreement the question should be referred 
to a sole arbitrator designated under the provisions of the so- 
called Gondra Treaty of 1923, to which both Mexico and the 
United States were parties.*° 

To Mr. Hull’s query concerning the ending of expropriations, 
Sefior Hay replied that he could make no promises, inasmuch 
as his government could not arbitrarily set aside the agrarian 
legislation. This was an argument of practical weight, for prob- 
ably no government could have reversed Mexico's land policy 
and survived. However, the Foreign Minister accepted Mr. 
Hull’s proposal for the determination of compensation for the 
former American-owned properties by commissioners. This put 
an end to the diffuse legal arguments into which the negotia- 
tions had been allowed to drift. After a series of conferences 
between Mr. Sumner Welles, Under Secretary of State, and 
Ambassador Castillo Najera, the Ambassador hastened to his 


48 Department of State, Press Releases, XIX, 165-169, September 10, 1938. 
*9 Tbid., 139-146, 150, August 27, 1938. 
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capital by airplane and soon returned to Washington to an- 
nounce the acceptance in principle of Mr. Hull’s proposals. 
The details of the settlement were worked out by further nego- 
tiations and were finally confirmed by notes exchanged be- 
tween the two governments on November 9 and 12.°° 

Under the agreement the commissioners were expected to 
complete their work by May 31, 1939. On that date the Mex- 
ican government was to pay the United States $1,000,000 as the 
first instalment of its indemnity, and subsequent annual in- 
stalments, in no case less than that sum, were to be paid until 
the total indemnity was liquidated. Mexico was safeguarded 
against unduly heavy charges by a stipulation that in the de- 
termination of the amount of the annual payments account 
should be taken of her ability to pay. 

This solution represented concessions by both sides. It did 
not provide for the prompt payment which the United States 
government had been demanding; for if the commissioners 
should find that the total outstanding claims of $10,000,000 
represented a reasonable valuation, a maximum of ten years 
might be required for their complete liquidation. In the cor- 
respondence between the two governments published since 
March there had been no mention of the oil lands, but in the 
United States it was generally supposed that Washington was 
seeking first to establish a precedent based on the land claims. 
Sefior Hay probably had this in mind when in his note of 
November 12 he explicitly stated that the settlement did not 
“constitute a precedent, in any case nor for any reason.” Never- 
theless, his government had given de facto recognition to cer- 
tain American claims and had shown its willingness to accept 
arbitration, in a modified form, of a question which three 
months before it had insisted was a matter for its own deter- 
mination alone, both as to the time and the manner. 

Both governments expressed their gratification at the con- 
clusion of the dispute. Mexico assumed the burden of annual 
payments at a time when her financial situation was far from 
satisfactory, but it was not so heavy as it may have seemed; for 


50 Department of State, Press Releases, XIX, 339-342, November 19, 1938. 
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she had just imposed a new export tax, affecting mainly the 
mining industry in which American capital was heavily in- 
vested, and this was expected to bring revenues in excess of the 
annual indemnities. American companies in Mexico would bear 
the brunt of this tax, but since their export business had been 
aided by the recent depreciation of the peso, they were expected 
to absorb the new levy. The settlement was also deemed satis- 
factory in Washington, for the Department of State wished to 
reach a friendly solution of pending issues with Mexico in 
order that they might not hover over the Pan American Con- 
ference which was to convene in Lima in December. 


6. Oil and World Politics 


The seizure of the oil properties doubtless gratified Mexico's 
growing sense of nationalism, but it solved none of her imme- 
diate problems; instead it multiplied them. The expropriations 
could hardly have been executed at a worse time. Crop fail- 
ures in the two preceding years had depressed business and 
made it necessary to import large quantities of foodstuffs. The 
agrarian reforms and an extensive public-works program had 
made heavy drafts on the Treasury. Millions of acres of expro- 
priated lands had been divided among peon families, and mil- 
lions of pesos had been spent by the government in equipping 
their farms. Costly irrigation projects had been started for the 
benefit of these new agricultural establishments. Modern high- 
ways had been built to stimulate domestic business and attract 
the tourist trade. The confiscated farm lands, however, ceased 
to pay taxes just as the government began to need more money. 
Then came the seizure of the oil properties, which had sup- 
plied the government with its third largest source of revenue, 
and this income was now lost. Under the resulting shock to 
the national economy the exchange value of the peso, pre- 
viously pegged at 3.6 to the dollar, quickly dropped to about 
5 to the dollar—a depreciation of more than one-fourth. Do- 
mestic prices shot upward, and wage-earners felt the pinch of 
higher living costs. Lack of funds forced the government to 
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suspend a considerable part of its public-works program, and 
unemployment became a matter of great concern. 

The expropriated oil properties presented the government 
with a series of new problems. There were (1) the problem 
of the oil workers, for whose benefit the properties had been 
seized; (2) the problem of managing the properties, when the 
government had neither the technicians nor the executives re- 
quired for the operation; and (3) the problem of finding 
markets for the confiscated oil. The expropriation did not create 
widespread unemployment in the oil fields. Since about 40 per 
cent of Mexico’s petroleum production went into domestic 
consumption, it was possible to keep the plants in operation 
and to keep most of the workers at their jobs if not at the 
wages which the companies had offered to pay. In the matter 
of production, the government’s past performance with its 
own company had left much to be desired. It was not surpris- 
ing, therefore, that in the transition period immediately follow- 
ing expropriation the oil output declined from a previous 
monthly average of 600,000 metric tons to an average of 78,000 
tons. By midyear there was a fair recovery from the early 
slump, but the output was still a third below normal. Mean- 
while, the curtailment of oil exports increased the difficulty of 
obtaining the foreign exchange needed to pay for imported 
foodstuffs. But Mexico, because of the relative simplicity of 
her economy, and because through many years of revolution 
and civil strife she had developed considerable power of resist- 
ance to the shock of sudden changes, was able to withstand 
buffetings which would probably bring disaster to countries 
with more delicate economic structures. 

The major problem before the country was that of finding 
foreign outlets for the expropriated oil. Great Britain had pre- 
viously been the largest purchaser, but she now boycotted oil 
which she regarded as stolen property and exerted her influence 
to prevent purchases by other countries friendly to her. The 
Netherlands government, whose nationals were associated with 
the British in the Mexican oil fields, had submitted various 
notes to Mexico without a satisfactory response, so they too 
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resorted to the boycott. Belgium and France permitted attach- 
ments against tanker cargoes from Mexico touching at their 
ports on the ground that title to the oil was still vested in the 
companies.** 

The United States, the world’s largest oil producer, was 
wrestling in 1938 with the problem of surplus output and 
would hardly have offered Mexico a satisfactory market in any 
event; certainly not when the chief buyers would have to be 
the very companies ousted from Mexico. The best market pos- 
sibilities, therefore, lay with Germany, Italy and Japan. Polit- 
ically, the Cardenas régime was not en rapport with the authori- 
tarian governments of those countries, but they were large 
prospective customers, and Mexico was desperately in need of 
their business. Ordinarily, when these three powers bought oil 
in the world market their purchases caused no disturbance. It 
would be a different situation, however, if they now placed 
their orders in Mexico, for then they would be buying some- 
thing claimed by citizens of the United States, Great Britain 
and the Netherlands, and they would probably pay for it 
mainly with materials which might supplant the goods cus- 
tomarily supplied to Mexico by the injured countries. 

Apprehensions on this score were far from imaginary. 
Shortly after the expropriation decree of March 18, 1938, Mr. 
William R. Davis, an American oil broker with many inter- 
national affiliations, made arrangements with the Mexican 
government for the marketing of $10,000,000 worth of oil 
and oil products during the remainder of the year, and the 
Mexican government agreed to take payment on the basis of 40 
per cent in cash and 6o per cent in foreign goods. The bulk of 
the sales were made to Germany, with smaller amounts to 
Italy and still smaller to Japan. Somewhat later the Mexican 
government made a direct barter deal with Germany for the 
exchange of oil for German products, and an independent 
company in Texas began to purchase Mexican oil which it 
bartered to Germany for her goods. 

The times seemed to be a bit out of joint when a leftist 

5! New York Times, November 3, 9, 1938. 
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régime in Mexico became an important purveyor of a strategic 
war material to the leading Fascist powers, and this only a 
few months after President Cardenas had given assurances to 
“other nations of democratic tendencies” that they need have 
no fear that his petroleum policy would injure their interests. 
Was it not this same President Cardenas who on New Year's 
Day of 1937 had boasted that his government had recently 
supplied the Spanish Loyalists with $1,500,000 worth of guns 
and ammunition?” Now, under economic pressure, he was 
seizing the oil belonging to citizens of anti-Fascist nations and 
selling it to Germany and Italy; and for all he knew it might 
be used in bombing the very Loyalists to whom he had sup- 
plied rifles and ammunition. 

The collapse of the peso sharply curtailed the buying power 
of Mexico in foreign markets, and the United States bore al- 
most the whole brunt of this curtailment. Imports from the 
United States in 1938 amounted to $63,000,000, compared with 
$106,000,000 in the preceding year, a decrease of 41 per cent. 
Only a local crop failure prevented a still larger decrease. 
Mexico was compelled to buy cereals from the United States 
because she could not obtain them from the countries which 
were buying her oil. During the calendar year 1938 Mexico's 
imports from all countries showed a decline of $60,600,000, 
and of this sum $42,600,000, or 60.3 per cent, repre- 
sented a decline in imports from the United States.** This 
country, however, remained the chief source of Mexico’s im- 
ports, but its proportion fell from 62.2 per cent in 1937 to 57.7 
per cent in 1938. At the same time Germany's proportion rose 
from 16 per cent to 19 per cent. But when all was said and 
done, the extent of economic penetration by the totalitarian 
powers through oil barter was limited. If they were to take all 
the oil which Mexico could supply, only about 10 per cent of 
her total trade would be affected by their purchases. 

In 1938 the really strategic commodity in the diplomatic re- 


52 The United States in World Affairs, 1937, 40. 

58 Mexican trade figures have been converted into dollars at the average an- 
nual exchange rates. For data of United States trade with Mexico, as reported 
by the Department of Commerce, cf. Appendix V (c). 
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lations between Mexico and the United States was not oil but 
silver. The United States government was buying the whole 
Mexican output, and the purchases not only sustained the 
market price and aided the mining industry in furnishing em- 
ployment and paying taxes but they also supplied Mexico with 
dollar exchange for her pressing needs. A suspension of buy- 
ing would have caused a serious economic disturbance in that 
country and possibly a political upheaval as well. Any such 
unfriendly gesture from Washington would undoubtedly have 
encouraged those opponents of the Cardenas régime who were 
waiting for some sign that it was slipping. Moreover, such ac- 
tion would cut two ways; for about 70 per cent of the capital 
invested in Mexican mining industries was American. 

Nevertheless, its silver purchases gave Washington some 
respectable trump cards. Before the oil expropriations the 
Treasury Department had an agreement with Mexico under 
which it purchased 5,000,000 ounces a month at a price slightly 
above that in the world market. Shortly after the oil properties 
were seized it announced that it would defer new purchases 
until further notice. For about two weeks there was a lull in 
the buying, and this was as near as Washington came to play- 
ing its ace. In April purchases were resumed on a large scale, 
but only at the world price. In the United States there was some 
grumbling that the Treasury was virtually subsidizing the 
Mexican government and to that extent aiding and abetting 
its expropriations of the properties of United States citizens. 
On the other hand, the purchases enabled Mexico to buy Amer- 
ican goods, and they may have afforded some insurance against 
the extension of expropriations to American-owned mining 
properties. At any rate, silver was more important than oil in 
Mexico’s existing economic set-up, and the country which 
bought her most important export product would presumably 
have a diplomatic advantage over the dictator nations which 
only bought her oil. 

The issues raised during the controversy between the United 
States and Mexico had an application far beyond the borders 
of these two countries. If Mexico could seize valuable proper- 
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ties of foreigners with impunity, might not other countries in 
which hundreds of millions of foreign capital were invested 
be tempted to follow her example? If Mexico continued to 
default on her debts, would other debtors be willing to pay 
when they saw her go scot free? There were apprehensions in 
some quarters on two separate counts: first, that if Mexico 
continued in the way she was going foreign capital would be 
frightened away from other Latin American countries and 
their development would be retarded; and second, that these 
other countries might be tempted to follow the Mexican pat- 
tern. Mexico was not only setting an example; she was active 
with precept. Her radical spokesmen were touring a dozen 
Latin American countries in 1938 and preaching the glad 
tidings of expropriation.™ 

The Mexican problem—or what to do when the Good Neigh- 
bor is bad to you—was a highly unpleasant affair for 
Washington to have to deal with. And various amateur strate- 
gists in the United States did their best to make the task as 
difficult as possible for Mr. Hull. If his attitude seemed con- 
ciliatory, the “realists” criticized him for shirking his whole 
duty as a he-man; if his attitude was positive and firm, the 
“idealists” rushed to print to save the noble experiment south 
of the Texas border. In the meantime it remained the plodding 
task of the Department of State to obtain just treatment for its 
nationals, avoiding measures which might lead to civil strife 
in Mexico, estrange other Latin American countries, and pro- 
vide microphone material for the totalitarian régimes on the 
other side of the Atlantic. The going was slow and the process 
was dilatory and exasperating, but in all probability, in view of 
the economic situation of Mexico, the time factor was working 
to the advantage of the United States. 


54 Cf. Chapter X. 








CHAPTER TEN 


NATIONALISM AND SOLIDARITY IN THE AMERICAS 


THE conditions which stimulated the nationalist policy of the 
Cardenas régime in Mexico were to be found in other American 
republics as well. Political leaders were taking the strong line 
against /as inversiones extranjeras, including therein not merely 
foreign investments but the resulting dependence upon outside 
sources for both capital and enterprise. In an economic sense 
much of Latin America still bore the aspect of a colonial area, 
even though more than a century had elapsed since it had 
cut its political ties with Europe. The economy of the United 
States, not so long ago, had likewise been a part of that area; 
indeed, the rapid industrial development during the nineteenth 
century could never have taken place without capital funds 
from London, Amsterdam and Paris. But there was a marked 
difference in the character of foreign investments respectively 
north and south of the Rio Grande. In the case of the United 
States, European capitalists never did much more than supply 
the funds, leaving their productive employment to Yankee in- 
genuity, while in Latin America they furnished both the money 
and its management. In one area their role was limited mainly 
to that of investors; in the other they combined investment with 
direction. 

While the World War was reversing the debtor-creditor re- 
lation formerly existing between the United States and Europe, 
it was also making the United States a lender on a large scale 
to her southern neighbors. In fact, some flow of capital south- 
ward had begun near the turn of the century. In the post-war 
decade the stream reached flood-stage. Then came the depres- 
sion; the export of funds dried up, and by 1934 over 80 per 
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cent of the portfolio, or security, investments in Latin America 
held by citizens of the United States were in default. 

In all the debtor countries the depression intensified the trend 
toward nationalism. Tariffs were increased in order to obtain 
more revenue as well as to protect home industries. Quotas, 
embargoes and license requirements were employed to reduce 
unfavorable trade balances which had attained such dimensions 
as to threaten the stability of the currencies. Service on external 
debts was suspended, and those foreign lenders who had once 
been regarded as purveyors of a fund of productive wealth 
now found themselves blamed for much of the debtors’ trou- 
bles. This intensified nationalism found its extreme expression 
in Mexico in the expropriation of the oil properties, but it also 
appeared elsewhere in various ways and degrees. 

The apprehension felt in Washington over the possible ef- 
fect of Mexico’s action on the policies of other countries was not 
without some basis. Within five weeks after the Cardenas oil 
decree’ the Brazilian Congress passed a law stipulating that 
petroleum deposits were to be exploited solely by the govern- 
ment. A week later President Vargas decreed that all oil re- 
fineries within the country should be owned by Brazilians? 
The situation did not offer an exact parallel with that in Mexico, 
for no foreign investments were destroyed. Brazil was not an 
oil-producing country, and there were no refineries in actual 
operation. Nevertheless, the government’s action was disturb- 
ing. The construction of a refinery at Sao Paulo had been under- 
taken by the Standard Oil Company of New Jersey, and this, 
under the terms of the decree, would not now be permitted to 
operate as a foreign-owned establishment. Mexico City was 
reported as happy that the largest of the South American coun- 
tries was following its lead.* Nevertheless, Washington showed 
no anxiety in this instance, since the policy involved no ex- 
propriation. Instead of copying Mexico, Brazil was evidently 


1Cf. Chapter IX. 

2 New York Times, April 30, May 1, 1938. 

8 [bid., April 30, May 2, 1938; Journal of Commerce (New York), May 3, 
1938. 
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undertaking to prevent the development within her territory of 
similar conditions and problems. 

The Standard Oil Company of New Jersey had other trou- 
bles elsewhere. In Bolivia it was confronted with a decree of 
the government terminating its oil concessions. The decree was 
issued in March, 1937, and thus it antedated the Mexican ex- 
propriations by a year; but during 1938 its legality was still 
under test in the courts.* Ecuador, meantime, decreed that grants 
for the exploitation of natural wealth did not have the validity 
of civil contracts if they impinged on the sovereignty of the 
states.” 

Cuba was not yet an oil-producing country, but on May 4, 
1938, her Congress enacted a petroleum law which attracted 
much attention in the United States. The measure reserved all 
mineral rights to the state and limited concessions for their 
exploitation to a period of thirty years. Petroleum producers, 
if they ever got beyond the experimental stage, would be 
required to pay a royalty to the government equal to ro per 
cent of their output.® Although passed within six weeks after 
the Mexican expropriations, and probably for that reason re- 
ceiving special attention in the press, this measure seemed in- 
tended to encourage rather than discourage the development of 
potential oil resources by private capital. A clear definition of 
the respective rights of the government and of the developers 
of mineral properties had hitherto been lacking. The restric- 
tions in the new legislation were evidently designed, as in 
Brazil, to forestall a situation like that in Mexico; but they 
were not so drastic as to deter prospectors from flooding the 
appropriate department of the Cuban government with appli- 
cations for concessions to explore for oil. One reason for this 
spurt of activity was to be found in a provision of the law per- 
mitting the staking of oil claims on any property without the 
consent of the owner, on the legal theory that his title did not 


*On March 8, 1939, the Supreme Court of Bolivia ruled that the company’s 
representatives were without “judicial standing” and rejected its plea. Christian 
Science Monitor, Match 11; New York Times, March 10, 12, 1939. 

5 New York Times, February 22, 1938. 

® Ibid., May 5, 1938. 
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extend to subsoil minerals. Under this stimulus many of the 
sugar companies at once filed claims for exploration rights." 
For the present little more than theoretical importance could 
be attached to the new oil policies of Cuba and Brazil. They 
would have practical results only if valuable deposits should 
be found in those countries. But they were none the less signifi- 
cant of the growing nationalist sentiment in Latin America. 

During the summer of 1938 there were reports that Costa 
Rica was nationalizing foreign-owned properties, but what 
actually occurred was not so drastic and sweeping as rumors 
had indicated. On August 10, 1938, the Congress of that coun- 
try, with only one dissenting vote, authorized the government 
to take over the properties of a utility company supplying light, 
power, transportation and telephone service to the capital city, 
San José, and to some thirty-odd nearby communities.* This 
company was owned by American and Foreign Power, which 
in turn was affiliated with the Electric Bond and Share Com- 
pany. The value of its assets in Costa Rica was estimated at 
$3,000,000. The government, however, was debarred both by 
its Constitution and by statute from expropriating private 
holdings without compensation in advance, and in approving 
the new law President Leon Cortés Castro recommended that 
steps be taken to issue bonds to pay for the properties. It was 
extremely doubtful whether the securities could be successfully 
floated, since Costa Rica’s existing external obligations were 
already in default.® In October the situation took a new turn; 
it was reported that Costa Rican officials were conferring with 
a group of German industrialists who had proposed to fur- 
nish the government with the equipment needed for a com- 
peting plant and were willing to take payment in coffee.’® Like- 
wise word came from Colombia that a new barter arrangement 
with Germany, effective December 1, 1938, permitted that 

7 New York Times, August 7, 1938; Journal of Commerce (New York), No- 
vember 30, 1938. 

® New York Times, August 11, 1938. 


® Ibid., August 24, 1938. 
10 Ibid., October 16, 1938. 
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country to invest in the Colombian oil industry to a limited 
extent and to pay with German goods instead of cash.” 


1. Fascist Penetration 


Reports of this kind gave Washington special cause for 
anxiety, since every new act of commercial or financial pene- 
tration by the Nazi or Fascist régimes might also mean the 
spread of their political influence. The increase of nationalism, 
examples of which have already been given, was not an effective 
barrier to doctrines from Europe. Politically, most of Latin 
America was in a state of flux, and new ideas could easily take 
hold. The countries were not democracies in the Anglo-Saxon 
sense and obviously could not be when there was no influential 
middle class to hold in check the extremists among both liberals 
and conservatives. In their current politics it was not unusual 
to find a mingling of two diverse elements—a high regard 
for abstract democratic principles and constitutional forms on 
the one hand and a high degree of ‘personal rule” on the 
other. The typical dictator in Latin America, however, was 
by no means a Hitler or a Mussolini. He was not the head 
of a totalitarian state; he tolerated a considerable amount of 
political opposition, and he usually permitted the press to 
enjoy a degree of freedom which in Nazi Germany or Fascist 
Italy would be unthinkable. 

On the other hand, when democracy had a chance to express 
itself it often went to extremes, notably in the field of social 
legislation; and in such cases, paradoxical though it may appear 
to be, it sometimes seemed necessary to vest an individual or 
agency with a dictator's attributes in order to make the demo- 
cratic innovations work. In Mexico, for example, the pro-labor 
policies of the Cardenas régime required the centralization of 
enormous power in an administrative board, with an inevitable 
trend toward the regimentation of industry.’* Conditions like 


11 Commerce Reports, November 19, 1938. Germany had agreed to purchase 
a maximum of $1,500,000 worth of petroleum annually during 1939 and 1940, 
with the option of investing 10 per cent of this amount in the oil industry 
instead of in oil. In either case payment would be made in barter marks, re- 
deemable only in German goods. 

12 Cf, Chapter IX. 
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these created a soil in which the seeds of Fascism might readily 
germinate. 

The existence in Argentina, Brazil, Chile and Uruguay of 
large population groups of German or Italian origin was also 
favorable to such a growth, and both Rome and Berlin under- 
took to exploit this situation by means of Fascist and Nazi 
propaganda. By the radio, by carefully prepared press releases, 
moving pictures, traveling lecturers and professional entertain- 
ers, they sought to bring the countries of Latin America more 
and more into the zone of totalitarian influence.” 

In the execution of this program, Brazil became the focal 
point. As a result of Germany’s large purchases of coffee and 
cotton, Brazil had become economically dependent on that 
country, and presumably for this reason the government had 
shown some tolerance toward the Fascist-minded and rapidly 
growing Integralista party. This organization imitated its Italian 
and German prototypes in doctrines and methods. Its members 
paraded in green shirts, preached “Brazil for the Brazilians” 
and were stridently anti-Semitic and anti-Communist. Near the 
end of 1937, at the time when President Vargas gave the coun- 
try a new constitution and extended his own term of office for 
another six years by a coup d’état, the Integralistas were dis- 
solved as a political party. They were permitted, however, to 
reorganize for sports and social activities as the Brazilian Cul- 
tural Society. Under this title their political activities continued 
unabated, and they became the stronghold of opposition to the 
existing government. In March, 1938, the authorities uncovered 
a plot to assassinate the President and precipitate another 
revolution, and a search of the house of the Integralista founder 
and leader yielded a large quantity of arms and ammunition 
as well as 3,000 daggers bearing a swastika emblem. These 
weapons were thought to implicate Germany in some way with 
the plot.’* The resulting restrictions imposed on the societies 
evoked strong representations from Berlin and a torrent of 


18 For fuller details, cf. The United States in World Affairs, 1937, 136-137. 


14 New York Times, March 19, 1938; Manchester Guardian Weekly, Oc- 
tober 21, 1938. 
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criticism in the German press. Diplomatische Korres pondenz, 
the organ of the Foreign Office, claimed a legal right for Ger- 
mans in Brazil to ‘‘cultivate their nationalism’’ and made the 
rather tendentious suggestion that President Vargas was not 
in full control of his own domestic situation.” 

One result of the growing distrust of Germany was seen in 
the suppression of private schools conducted by Germans, 
Italians and Poles in the states of Santa Catharina and Rio 
Grande do Sul. This distrust grew greater when the Reich 
issued an extraordinary invitation to all its nationals in South 
America to vote in the plebiscite on the annexation of Austria 
to be held in Germany on April ro.’ It was arranged that the 
voting in South America should begin five days before that 
date and continue for five days after it. Some thousands of 
Germans and Austrians were taken on board vessels in South 
American ports and carried beyond the three-mile limit, where 
they cast their ballots. This performance was deeply resented 
wherever it took place as an affront to the dignity and the 
sovereignty of the nation in which the voters resided. 

The Brazilian government thereupon began to stiffen its 
control over the activities of alien organizations. They were 
forbidden to appear in uniform or to display flags and insignia; 
they could operate only when chartered as cultural, sporting 
or charitable societies; they were forbidden to use coercion in 
obtaining members; and naturalized or native Brazilians were 
debarred from their membership. The central government also 
assumed supervision over foreign schools and imposed certain 
restrictions on the foreign press.’7 In Berlin the Boersen 
Zeitung, which was believed to have close contact with the 
Foreign Office, maintained that these measures had been in- 
spired from Washington.*® 

Criticism from Germans within and without Brazil did not 


18 New York Times, March 22, 1938. 
16 Cf. Chapter II. 


17 New York Times, April 20, 1938. An investigation made shortly before 
the imposition of these regulations had disclosed that out of 2,845 German 
private schools in the state of Rio Grande do Sul only twenty were giving 
instruction in Portuguese, the language of the people. 

18 Ibid., May 5, 1938. 
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deter the Vargas government from taking further steps to 
check the Fascist movement. On May 4 it imposed new restric- 
tions on immigration, giving preference to farmers and other 
rural workers and prohibiting their settlement in exclusively 
alien communities. The regulations also prescribed that only 
native Brazilians might teach in settlement or rural schools 
and that instruction should be in Portuguese. The teaching of 
a foreign language to children under fourteen years of age was 
forbidden.’® 

A week after the promulgation of this law the Integralistas 
broke into open revolt, with the assistance of the pretender 
to the throne of the long-extinct Empire of Brazil, known as 
Prince John of Orleans and Braganza. For a few hours Presi- 
dent Vargas was besieged in his palace and himself took a hand 
in fighting off the attack. The uprising was quickly suppressed, 
and several hundred who were suspected of complicity in it, 
including Integralista leaders, were arrested. Raids on the party 
headquarters and the leaders’ homes yielded a quantity of arms 
of German manufacture, which it was alleged had been im- 
ported into the country as machinery parts.”° In reply to a 
telegram from President Roosevelt congratulating President 
Vargas on his fortunate escape, the Brazilian Executive ex- 
pressed his appreciation of “the spirit of solidarity of Ameri- 
can nations at the moment when the advocates of foreign doc- 
trines attempted a coup against Brazilian democracy.’’** 

Following an investigation, President Vargas declared that 
the revolt was initiated “with help from abroad,” and though 
he named no country the fact that a number of Germans had 
been taken into custody seemed to indicate that he had the 
Nazis in mind. Again there were vituperative attacks in the 
German press against the governments of both Brazil and the 
United States, with the charge that the latter was aiming at 
the “economic conquest of South America.”*? Tension between 
Brazil and Germany was further increased in the following 


19 Bulletin of the Pan American Union, LXXII, 490-491, August, 1938. 
20 New York Times, May 13, 1938. 

21 Department of State, Press Releases, XVIII, 586, May 21, 1938, 

22 New York Times, May 17, 1938. 
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month by the dispute over the use of barter marks described 
elsewhere in this volume.** By mid-October relations had be- 
come so strained that the government in Rio de Janeiro notified 
the Berlin Foreign Office that it did not desire the return of 
Ambassador Karl Ritter, then on vacation in Germany, to his 
post in Brazil. The Reich at once retaliated by requesting that 
the Brazilian Ambassador, Senhor José Moniz de Aragio, 
withdraw from his post. The German Ambassador had been 
in no way implicated in the May revolt, but there was a feel- 
ing in the Brazilian capital that he had been overzealous and 
undiplomatic in his promotion of German interests, especially 
in the business field. As usual, the German press attributed 
his forced retirement to a campaign initiated by the United 
States.** In the meantime, the Brazilian government made plans 
for the building of military barracks at Blumenau, the most 
German city in the predominantly German state of Santa 
Catharina, and for the stationing there of a force of artillery, 
presumably as a reminder that Rio and not Berlin was the 
capital of Brazil.*° 

In the neighboring republic of Argentina, with its large 
population of German and Italian descent, there were also 
many Fascist sympathizers, but there the agitation and violence 
of the Integralistas in Brazil was lacking. Data made public 
by the Germanic Union of Argentina indicated that among 
the 236,000 persons of German or German-Argentine descent 
there were 43,626 Nazis, organized in separate groups, whose 
numbers had increased from 87 to 102 during the year. There 
were also 203 German schools, besides a number of “family” 
schools for children of German parentage.*® The Governor 
of La Pampa complained to the central government that in 
the German schools in his state the children had never heard 
of San Martin, the liberator, but were required to say “Heil 


23 Cf. Chapter VII. 

24 New York Times, October 16, 1938. 

*5 Article by Thomas Ybarra, New York Times, November 25, 1938. 

*6 These figures were published in the Berliner Tageblatt and the Prensa 
of Buenos Aires and were reproduced in the New York Times, September 9, 
1938. 
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Hitler.”** The series of incidents in Brazil from March to May 
drew the attention of the Argentines to their own correspond- 
ing situation, and as a result a number of German schools were 
closed by the government.** 

Chile likewise had a Nacista, or “Nazi,” party. It was fond of 
parading in green shirts and military caps and it had borrowed 
some of its ideas and technique from the European dictator- 
ships, but apparently it had no direct connection with them. 
On September 5 it launched an abortive uprising in Santiago, 
in advance of the October election, but this was quickly sup- 
pressed. The leader of the Nacistas and former President, 
General Carlos Ibafiez,*® was absolved from any complicity in 
the plot, and in the election the Nacistas joined a coalition 
of left-wing parties called the Popular Front, which included 
Communists, Socialists and other groups opposed to anything 
resembling Hitlerism. This coalition was successful at the polls, 
and the first official act of its candidate, Sefor Pedro Aguirre 
Cerda, on assuming the Presidency, was to declare an amnesty 
for all those implicated in the September uprising. Instead of 
advocating Fascism on the European plan, Chile’s “Nazis” 
now championed the nationalization of the foreign-controlled 
nitrate, copper, electric-power and other large-scale enterprises. 
This program aroused apprehensions on the part of those in- 
terested in such enterprises that Chile might “go Mexican.” 
The President-elect, however, gave assurances on this point in 
a press interview on November 5, when he said: “Chile is not 
ready to nationalize its great copper and nitrate industries. It 
lacks the capital for that. We do not intend to use foreign 
capital as a football. . . . We do not intend to ‘Mexicanize’ 
Chile. The two countries are very different. We can profit by 
Mexico’s advances, but also by her mistakes.’’*° 


27 Times (London), June 22, 1938. 

28 Ibid. 

29 Cf. The United States in World Affairs, 1931, 58, $9. 

30°C. H. Haring, “Chile Moves Left,” Foreign Affairs, XVII, 618-624, April, 
1939. Cf. also Christian Science Monitor, October 26, November 7, 12, 1938; 
New York Times, September 6, 7, 17, November 29, December 27, 28; New 
York Herald Tribune, November 29, December 30, 1938. 
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In nearly every country of Latin America there were signs 
of some kind that leaders of Fascist movements were actively 
at work in efforts to prevent their racial groups from becoming 
too closely attached to the adopted country. Yet it is impossible 
to estimate to what extent, if any, these activities really threat- 
ened the interests of the United States and other democratic 
countries. In the matter of trade, the talk of the German menace 
to the democratic states was seen, when the figures were ex- 
amined, to have been greatly exaggerated.** Political penetra- 
tion, however, does not lend itself so readily to statistical 
appraisal, and its degree must be largely a matter of opinion. 
By the end of 1938 one fact seemed to be well established; 
namely, that in attempting to gain ground in Latin America 
at the expense of the United States and Great Britain the 
Germans were handicapped by their inability to understand the 
psychology of other peoples. Hence the request from Rio de 
Janeiro that Berlin keep its Dr. Ritter at home. From this inci- 
dent the Nazi authorities apparently learned nothing; for 
three weeks later they were embroiled in somewhat similar 
fashion with Colombia. On November 10, the day of the 
great pogrom,** Berlin police arrested the Minister-designate 
from Colombia when he was seen with several members of his 
staff taking photographs of Nazis looting Jewish shops. In 
lieu of apologies, the German Foreign Office indefinitely post- 
poned the date for the presentation of the diplomat’s cre- 
dentials. Regarding this procedure as an affront, the Colombian 
government not only withdrew its Minister and its chargé 
d'affaires in protest, but it changed its mind about sending a 
mission to Germany to negotiate for the purchase of airplanes. 
Instead, the commission proceeded to the United States.** Inci- 
dents of this kind tended to support the opinion of some 
observers of the Latin American scene that the Nazis and 
Fascists, for all their parading and speech-making, were not 
gaining ground. 


81Cf. Chapter VII. 
82.Cf. Chapter IV. 
83 New York Herald Tribune, November 23, 25, 1938. 
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2. Meeting the Fascist Challenge 


Washington was not unmindful, however, of the efforts of 
the totalitarian states to influence Latin American opinion in 
their own favor through all the familiar media of propaganda. 
Due to their geographical position, Germany and Italy pos- 
sessed a technical advantage over the United States in the 
broadcasting of short-wave radio programs to South America. 
A beam from a German or Italian station, for example, could 
serve Brazil, Chile, Peru and Argentina, while a beam of the 
same width projected south from the United States would 
probably reach not more than two of these countries. Many of 
the Nazi and Fascist programs were tinged with hostility to 
democratic government and carried disparaging references to 
the United States.** There was a tendency in this country to 
view such proceedings with alarm, but it was worth noting 
that the radio was not so effective an instrument for influencing 
Opinion in Latin America as it was in either the United States 
or Europe. On the entire continent of South America there 
were said to be only about 200,000 radio sets equipped for 
short-wave reception. The audience, therefore, was limited, 
and there was reason to believe that much of the short-wave 
“dumping” from totalitarian Europe was wasted effort. The 
situation was somewhat similar in the case of the free news 
articles offered to the press in South America by Italian and 
German propagandist agencies.** Very few of these “‘hand-outs” 
ever appeared in the columns of the important newspapers, 
which were mostly served by the French agency, Havas, or 
the American Associated Press and United Press, any of which 
would supply an antidote to the colored stories from Fascist 
sources. 

More effective, perhaps, than either the radio or the free 
news in building up Fascist prestige were the German and 
Italian air and steamship lines serving the countries of Latin 


*# Article by Turner Catledge, New York Times, February 3, 1938. 
8° During the civil war in Spain, a free news service was also supplied to 


Spanish-speaking countries on behalf of both Insurgent and Loyalist govern- 
ments. 
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America. The superiority of the American air lines covering 
this area was seldom questioned, but by 1938 the German- 
operated lines had greatly expanded and were competing more 
keenly than ever before. They had developed two transconti- 
nental mail and passenger routes and were reaching nearly 
every South American capital. An Italian company was operat- 
ing in Argentina, and in 1938 the Italian Air Ministry was 
busy with plans to establish a direct link between Rome and 
Buenos Aires. The existence of the Axis did not prevent keen 
rivalry between the German and Italian air interests. More- 
over, the German companies and the French company in South 
America had codperated to the extent of staggering their 
flights and offering joint competition against the American 
companies, whose 11,000 miles of established routes were 
paralleled in large part by 8,000 miles of lines operated by 
European concerns.*° 

In Washington at the beginning of 1938 several government 
departments were busy with projects for the promotion of good 
will toward the United States among the southern republics as 
a means of offsetting the activities of the totalitarian govern- 
ments. One practical measure seemed to be a more effective 
use of the radio. Both the Columbia and the National broad- 
casting systems had already obtained short-wave allocations 
and were rapidly enlarging their facilities for serving the people 
of Latin America with programs in Spanish and Portuguese. 
The broadcasts were devoid of anything like propaganda. They 
included an adaptation of certain features of domestic pro- 
grams, along with items of news, music and popular addresses 
which might be of special interest to Latin American radio 
audiences. On February 1 additional short-wave channels for 
inter-American broadcasting were allocated to the General 
Electric Company and the Worldwide Broadcasting Corporation 
on condition that these concessions should not be commer- 
cialized and that their use should be granted freely to other 
American governments. In the same month President Roose- 
velt appointed an Interdepartmental Committee, headed by 

86 Article by A. E. Talbert, New York Herald Tribune, November 27, 1938. 
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Chairman Frank R. McNinch of the Federal Communications 
Commission, to explore the whole field of international broad- 
casting with a view to the formulation of a definite national 
policy.** 

Meanwhile, several bills were introduced in Congress to 
provide for the construction by the government of “good will” . 
stations for service to southern countries. If the proposals in 
all these measures had been adopted a chain of such stations 
would have stretched across the country from Washington to 
San Diego, and a number of Congressmen would have shaken 
down profitable “plums” for their districts. The House Com- 
mittee on Naval Affairs held hearings on one of these bills, 
but it became so impressed with the danger of complications 
arising if the government itself should broadcast news touching 
on controversial issues that it soon dropped consideration of 
the measure.** 

In May another Interdepartmental Committee was formed 
to study the promotion of closer relations with other American 
nations, and in July the Department of State established a Divi- 
sion of Cultural Relations to foster intellectual codperation 
along the lines laid down in one of the agreements adopted 
at the Buenos Aires Conference in 1936.*° In November the 
committee issued a comprehensive program embodying seventy- 
four specific proposals for codperation in scientific, educational, 
health and other activities in which all American nations pre- 
sumably had a public interest.*° A basis for this work had al- 
ready been laid in a measure passed by Congress in June au- 
thorizing the loan to foreign governments, at their request, of 
technical experts in the service of the United States. Under 
the provisions of this act the government in Washington was 
soon giving assistance to one American republic in dealing 
with immigration matters and was aiding another in conduct- 

37 New York Times, February 27, 1938. 


88 Tbid., May 18, 1938. 


8° Department of State, Press Releases, XVIII, 610, May 28, 1938; XIX, 66, 
July 30, 1938. 
4° Ibid., XIX, 385-398, December 3, 1938. 
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ing an agricultural survey.*’ Still another step in the same 
direction was taken in December, when the United States Mari- 
time Commission announced that four steamship lines operating 
passenger services to Latin American ports had agreed to re- 
duce fares by one-half for students and teachers who were 
traveling to the United States or to Latin America for instruc- 
tion or study, provided they would remain in the country of 
their visit for at least a year. 

While German and Italian steamship service to the Atlantic 
ports of South America had been improving prior to 1938, 
that under the American flag, long inferior, had been getting 
steadily worse during the period of depression and was neither 
sustaining American prestige nor offering serious competition 
to the more modern European liners. Early in the year the 
Maritime Commission undertook to overcome this deficiency 
by acquiring three comparatively new vessels formerly operated 
in the intercoastal trade between New York and San Francisco 
and reconditioning them for the South American service. The 
refitted ships, government-owned but privately operated as 
the American Republics Line, were the first passenger vessels 
under the United States flag in the South American service 
offering comforts and accommodations comparable with those 
of North Atlantic liners. At the suggestion of President Roose- 
velt the ships, formerly bearing the names of states in the 
Union, were rechristened Argentina, Brazil and Uruguay, and 
when the new service to Rio de Janeiro and Buenos Aires 
was inaugurated on October 8, the event was hailed in gov- 
ernment circles as one more symbol of continental solidarity. 

Another complimentary gesture was made in dispatching six 
of the newest and largest army airplanes to Buenos Aires in 
February to participate in the inauguration of President Roberto 
M. Ortiz. The visiting air squadron created such a favorable 
impression that the Argentine government shortly afterward 
asked for a detail of eight officers of the United States Air 


41 Department of State, Press Releases, XIX, December 3, 1938, 385-386. 
42 New York Herald Tribune, December 29, 1938. 
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Corps to serve as instructors to its military aviators.** The 
request was granted, and another bond was established with 
that South American republic which, because of post-war 
tariff and quarantine restrictions imposed by the United States 
on its trade, had sometimes exhibited a noticeable coolness 
toward this country.** A United States military commission 
consisting of artillery officers had already been serving in 
Brazil for four years, and there were advisory boards in Guate- 
mala and Haiti and a naval mission in Peru. In November, 
1938, arrangements were also made for sending aviation and 
naval missions to Colombia.** Still another effort to strengthen 
ties with South America was made during the year by the 
elevation of the United States Ministers to Colombia and Peru 
to the rank of Ambassador. The countries thus honored 
promptly reciprocated by creating the same rank for their 
representatives in Washington.*® 


3. Efforts to Stabilize Peace 


The inter-American solidarity which the Roosevelt Adminis- 
tration was seeking to realize in the Western Hemisphere 
called not only for a closer rapprochement between the Latin 
American nations and the United States but also for closer 
bonds among the states south of the Rio Grande. Some of 
these relations were in need of repair. Between 1932 and 1935 
Bolivia and Paraguay had waged the bloodiest conflict witnessed 
in the Americas since 1865-1870. There were smouldering 
feuds in other places, due like the war in the Chaco to border 
disputes of long standing. These sore spots were both a deter- 
rent to wholehearted inter-American collaboration, and a po- 
tential lodging place for the infectious virus of totalitarian 
Europe. In the aftermath of their war both Bolivia and Para- 


guay were for a time under régimes which were openly totali- 
tarian. 


48 Department of State, Press Releases, XVIII, 271, 598, February 26, May 
21, 1938. 

** The United States in World Affairs, 1937, 145-146. 

*° Department of State, Press Releases, XIX, 402, December 3, 1938. 

46 Thid., 253, 480, October 8, December 24, 1938. 
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In 1938 there were two stalemated border disputes in Cen- 
tral America and two in South America. The dispute between 
Nicaragua and Honduras had caused a considerable flare-up 
in these two countries in 1937, but the tension had been re- 
lieved by a resort on the part of the United States, Venezuela 
and Costa Rica to the machinery of mediation set up at the 
Buenos Aires Conference in 1936.*7 The disputants signed a 
temporary pact, under which they agreed to refrain from hos- 
tilities and not to purchase arms while a commission was at- 
tempting to settle the contested boundary. At the end of 1938, 
though no substantial progress had been made toward a defini- 
tive settlement of the boundary question, the dispute had long 
ceased to threaten immediate trouble.** 

One reason alleged for the slow progress of the negotiations 
in this case was the fact that Costa Rica, a member of the trio 
of mediators, had a boundary dispute of her own with her 
neighbor Panama, and that in consequence her eligibility as a 
mediator in a similar controversy between two other countries 
had been called into question.*® The dispute between Costa 
Rica and Panama had flared up sporadically since colonial 
times, but in August, 1938, a settlement based on mutual con- 
cessions was finally signed by representatives of the two re- 
publics. The treaty, however, was still to be ratified by the 
Congress of each country, and some of its provisions evoked 
so much opposition in the Costa Rican Congress that the 
instrument was withdrawn by the President on the specific 
recommendation of twenty-four members.” 

Since 1881 Argentina and Chile had been unable to agree 
on an interpretation of certain provisions of the treaty of 
that year defining their common boundary. The question at 
issue involved the ownership of a group of islands south of 
the Straits of Magellan. On May 4, 1938, both governments 
agreed to submit the matter to arbitration, in accordance with 


“7 The United States in World Affairs, 1937, 1$2-153. 

** Department of State, Press Releases, XVIII, 702-703, June 25, 1938; New 
York Herald Tribune, October 23, 1938. 

49 New York Herald Tribune, October 23, 1938. 

50 New York Times, October 5, 9, 1938. 
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the inter-American agreements, and invited Mr. Homer S. 
Cummings, Attorney General of the United States, to serve as 
arbitrator. He accepted the responsibility, and proof was given 
once more of the willingness of the American nations to utilize 
their machinery for settling their differences by peaceful 
methods.*? Still further progress was attained in the stabiliza- 
tion of peace in the Americas when on April 9, 1938, Guate- 
mala and El Salvador accepted the arbitral award of a mixed 
commission chosen in 1935 to fix their common frontier.* 
In June, 1938, a boundary dispute of long standing between 
Ecuador and Peru resulted in border clashes between Ecua- 
dorian troops and Peruvian gunboats near a remote frontier 
post on the Napo River. Both sides at once dispatched addi- 
tional troops into the contested area. The situation seemed 
especially difficult because the two governments had previously 
agreed to submit the issues to the President of the United 
States for arbitration and in 1936 had even sent delegations 
to Washington to prepare their respective cases for his con- 
sideration. Thus far, however, the representatives of the dis- 
putants had not been able to reach an agreement concerning 
the exact points to be arbitrated, and while the issues were in 
suspense the border clashes occurred. When matters reached 
this stage, the two delegations could make no progress, and 
the Peruvians finally withdrew from further participation in 
the discussions. Washington was worried lest the controversy 
inject a discordant note into the deliberations of the coming 
Pan American Conference, which within a few months was 
to meet in Lima, the capital of one of the nations engaged in 
the dispute. For several weeks during the autumn it was un- 
certain whether Ecuador would attend the conference, and her 
absence would have marred the picture of solidarity which it was 
hoped would be presented to the rest of the world. The 
Peruvian government, which was to be host to the conference, 
urgently pressed Ecuador to participate, and the United States 
51 Department of State, Press Releases, XVIII, 535, May 7, 1938; Bulletin 
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and several other countries supplemented its efforts. On Novem- 
ber 26, 1938, only a fortnight before the meeting, Ecuador 
announced her purpose to send a delegation.** On the same 
day Bolivia and Paraguay formally resumed diplomatic rela- 
tions after an interruption of six years, and the outlook for a 
successful conference was further improved. 

During the first half of 1938 Bolivia and Paraguay were still 
unable to reach a definitive peace settlement, in spite of the 
collaboration of six other American nations. Fighting in the 
Chaco had ceased in 1935, but peace was still to be made a 
reality. The returning and disillusioned soldiers of the two 
countries had repudiated the truce and overthrown the gov- 
ernments which had agreed to it. The governments which 
they set up refused to collaborate with the peacemakers in 
session in Buenos Aires, and for three years the negotiations 
remained in a state of deadlock. In April, 1938, the Peace 
Commission, after its repeated failures, tried a new mode of 
approach and sent special delegations to the capitals of Bolivia 
and Paraguay in the hope of inducing the two countries to 
negotiate directly. The missions failed to achieve their purpose, 
but their visits gave them a better understanding of the atti- 
tudes of the two governments toward the various issues; 
and on the basis of this information the mediators proceeded 
to draft a new peace proposal. On May 25 President Roosevelt 
and the Presidents of the five other nations represented on the 
Peace Commission sought to prepare the ground for this dé- 
marche by appealing to Bolivia and Paraguay to reach a prompt 
settlement.*° Two days later the new proposal was presented, 
but once more the differences between the former belligerents 
appeared to be irreconcilable, and the deadlock continued. Not 
until General José Felix Estigarribia, Paraguayan Minister to 
the United States, arrived in Buenos Aires early in July and 
began to urge the delegates from his country to abandon their 
uncompromising attitude was there any change in the situation. 


53 New York Times, November 27, 1938. 
4 Argentina, Brazil, Chile, Peru, the United States and Uruguay. 
5° Department of State, Press Releases, XVIII, 616-618, May 28, 1938. 














NATIONALISM AND SOLIDARITY IN THE AMERICAS 279 


The head of the Paraguayan delegation, however, resigned in 
protest against this seeming interference. After further ne- 
gotiation, a draft agreement was finally initialed on July 9. 
On the 17th the two governments directly concerned announced 
their acceptance of the provisional arrangements, and on the 
21st the final draft of the treaty was signed in Buenos Aires. 

Throughout both the Americas the final termination of the 
long dispute was greeted with intense satisfaction. Argentina, 
Brazil, Peru and Paraguay proclaimed a national holiday in 
celebration of the event. Even the official spokesman for 
Bolivia, while indicating that some provisions of the treaty were 
disadvantageous to his country, stated that it was accepted 
as a sacrifice in the name of inter-American peace. President 
Ortiz of Argentina sent President Roosevelt a telegram de- 
scribing the act of mediation as “‘a new and strong bond which 
will unite still more the common destinies of the United States 
of America and the Argentine Republic.” Mr. Roosevelt re- 
plied that the signing of the treaty offered “concrete evidence 
to the existence of a very real and lasting inter-American soli- 
darity.”°° On August ro, in a popular referendum, Paraguay rati- 
fied the treaty by a 10-to-1 vote. On the same day the Bolivian 
Constituent Assembly ratified it with only two dissenting votes. 

Under the terms of the treaty the final delineation of the 
Chaco boundary was to be submitted to a board of arbitration 
representing each of the six nations on the Peace Commission. 
The arbitrators were instructed to fix the award within two 
months after the ratification of the treaty, and on October 10, 
1938, they announced their unanimous agreement on its terms. 
They recognized Paraguay’s military conquest and gave her all 
but a small part of the Chaco, though less than she had previ- 
ously demanded. Bolivia, however, gained access to the sea 
through the Paraguay and Parana Rivers, and received com- 
plete title to territory on the upper Paraguay River for a 
distance of more than thirty miles, along with the right to use 
Puerto Casado as a free port.°? The award also gave Bolivia 


56 Department of State, Press Releases, XIX, 47, July 23, 1938. 
57 Tbid., XIX, 263 ff., October 15, 1938. 
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ample security against a military advance upon her oil fields, 
since the boundary line was fixed at a distance from them of 
from sixty to one hundred miles and ran through a desert where 
military operations were practically impossible. 

And so, on November 26, 1938, after nearly six and one- 
half years of estrangement, Bolivia and Paraguay formally re- 
sumed diplomatic relations. Their century-old quarrel had at 
last been settled, but only after it had caused the loss of more 
than 100,000 lives and had cost the two countries many mil- 
lions of dollars. The significance of the peace treaty was en- 
hanced by the fact that it represented the ultimate triumph 
of the mediating nations against very great odds and gave 
support to Secretary Hull’s thesis that it was possible for the 
American nations to develop a machinery of peace which would 
operate effectively in the settlement of controversies arising in 
the Western Hemisphere. 


4. Particularism and Regionalism at Lima 


The International Conference of American States, popularly 
known as the Pan American Conference, was scheduled to 
hold its eighth session in Lima beginning on December 9, 1938. 
Since 1889 it had been meeting at fairly regular periods, and 
since the World War its sessions had been held every fifth 
year.® The Lima meeting was expected to have a special signifi- 
cance. After the Munich Accord in September the American 
republics could no longer count with confidence on the col- 
laboration of Great Britain with the United States in safe- 
guarding their hemisphere against other external aggression. 
The British government was now engrossed with more urgent 
problems nearer home. Nor could those American states which 
belonged to the League of Nations continue to look to Geneva 
for collective protection. In fact, by midyear of 1938 nine Latin 
American governments had either withdrawn from the League 
or had given formal notice of their intention to withdraw. 


58 The special meeting at Buenos Aires in 1936, known as the Inter-American 
Conference for the Maintenance of Peace, should be distinguished from the 
Pan American Conferences. 











NATIONALISM AND SOLIDARITY IN THE AMERICAS 281 


Venezuela, the ninth in the list, gave notice only five days 
before the signing of the peace treaty between Bolivia and 
Paraguay. The League had failed conspicuously in its efforts 
to end the Chaco war as it had failed to end wars in Manchuria, 
Ethiopia, Spain and China; and the settlement finally effected 
was publicly hailed in South America as an American peace. 

There was a time when certain Latin American leaders 
had looked upon the League as a possible counter to “Yankee 
imperialism,” but a few years had wrought great changes. For 
while the League was showing its inability to protect the 
rights of small nations, the United States was becoming less 
imperialistic. In the decade after 1928 the Big Stick policy 
disappeared from Latin American relations, and the Good 
Neighbor policy took its place. The marines were withdrawn 
from Nicaragua and Haiti, and the quasi-protectorate over 
Cuba was abolished by the repeal of the Platt Amendment. 
The period of empire-making, which began for the United 
States with the Spanish-American War in 1898, appeared in 
1938 to be a thing of the past. The Monroe Doctrine had 
ceased to be looked upon in Washington as vesting the gov- 
ernment with the sole responsibility for maintaining order in 
the Western Hemisphere. It was now put forward as a princi- 
ple of inter-American as well as of national policy. 

It was under .’:e influence of these changing conditions that 
representatives of the twenty-one American republics gathered 
at Lima. At no previous meeting of the conference had such 
an atmosphere of common interest been so much in evidence. 
The “active” nations, with their policies of ideological and 
economic penetration and their manifest disregard of the rights 
of weaker nations, had caused the states of the Western 
Hemisphere to fix their attention as perhaps never before on 
problems of their common defense. The importance which the 
Administration in Washington attached to this meeting was 
evident in its choice of delegates to represent the United States. 
As in the case of the two previous inter-American conferences, 
Secretary Hull headed the delegation. The other eleven dele- 
gates were described by a newspaper correspondent as repre- 
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senting an almost complete cross-section of American society. 
In the group were trained diplomats with first-hand experience 
in Latin American countries, international lawyers, educators 
and representatives of the two major branches of organized 
labor (the American Federation of Labor and the Congress 
of Industrial Organizations). Of special significance was the 
designation as delegate of former Governor Alfred M. Landon, 
the Republican candidate for President in 1936. Mr. Landon’s 
selection was a demonstration to the other American republics 
that in the United States politics were supposed to stop at the 
water's edge. It was also an answer to the argument which the 
totalitarian governments were employing in Latin America to 
the effect that agreements with democracies were undependable 
since their policies were subject to change with every political 
shift within such countries. 

With a delegation whose personnel emphasized national 
unity, Washington also made efforts in advance of the meet- 
ing to attain further unity and amity with the other American 
republics. About a month before the conference the Depart- 
ment of State reached an agreement with Mexico on the 
agrarian land question. At almost the same time the Adminis- 
tration gave a hearty welcome to Colonel Fulgencio Batista, 
Cuba’s real ruler, who visited the country to discuss economic 
issues. It also gave assurances to Argentina ‘':at the surplus 
stocks of wheat in the United States would not be dumped 
into markets whose needs the Argentine producers were ac- 
customed to supply.®’ For Argentina had been much perturbed 

59 The delegation consisted of Alfred M. Landon, former Governor of Kansas 
and the Republican candidate for President in 1936; Adolf A. Berle, Jr., Assist- 
ant Secretary of State; Laurence A. Steinhardt, Ambassador to Peru; R. Henry 
Norweb, Minister to the Dominican Republic; Emilio del Toro Cuevas, Chief 
Justice of the Supreme Court of Puerto Rico; Green H. Hackworth, legal 
adviser of the Department of State; the Rev. John F. O'Hara, President of 
Notre Dame University; Charles G. Fenwick, Professor of International Law, 
Bryn Mawr College; Dan W. Tracy, President of the International Brotherhood 
of Electrical Workers; Mrs. Elise F. Musser, and Miss Kathryn Lewis, daughter 
of John L. Lewis and executive assistant to him as President of the United 
Mine Workers of America. 

6° Cf. Chapter IX. 

®1 Journal of Commerce (New York), November 14, 1938. 
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by rumors that the Department of Agriculture would sub- 
sidize wheat exports to Brazil, one of her most important 
buyers. 

Every American republic was represented at the conference. 
Only twice before—at the first meeting in Washington in 1889 
and at the meeting in Havana in 1928—had there been full 
representation. The number of delegates was larger than on 
any such previous occasion. Ten of the countries were repre- 
sented throughout the conference by their Foreign Ministers, 
and the Argentine Foreign Minister was also present during 
part of the session. In his address at the opening of the con- 
ference President Benavides of Peru was careful to avoid the 
creation of any impression that the purpose was to create a 
group of nations antagonistic to any other group. “The Ameri- 
cas,” he said, “desire to be strong in order that they may be 
respected, but there is not and cannot be any kind of con- 
tinental imperialism either in the political, economic or spiritual 
sense." 

The German and Italian governments, however, were under 
no delusions as to the real implications of ‘‘continental’”’ soli- 
darity. In advance of the meeting the government of Peru 
lifted the censorship on news dealing with the conference and 
thus enabled correspondents to send dispatches describing the 
activities of Fascist and Nazi agents at Lima. Several days 
before the meeting, the correspondent of the New York Times 
reported that agents of the Rome-Berlin axis were already en- 
gaged in a campaign to block the establishment of a strong 
Pan American front. Their line of attack was to warn the Latin 
American delegates that solidarity meant domination from 
Washington.® On the eve of the conference Germany replaced 
her Minister to Peru with a more aggressive diplomat, Herr 
Noebbel, who as a new appointee had a conventional reason 
for making formal calls on the various delegates. A number 
of German lecturers on archaelogy and other scientific subjects 
also appeared in Lima at this time, presumably to discourse 


®2 For text, cf. New York Times, December 10, 1938. 
88 New York Times, December 6, 1938. 
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on their special subjects; but they were suspected by repre- 
sentatives of the American press of quietly conducting a cam- 
paign against Pan Americanism. The Italian Legation in Lima 
also showed signs of being heavily overstaffed.** German and 
Italian newspaper correspondents openly showed their “‘ar- 
rogant disapproval” of the proceedings, holding themselves 
aloof from the other correspondents, and during a session when 
delegates criticized the policies of their governments they regis- 
tered their dissent by stalking indignantly out of the meeting.” 

While the main objective of the United States government, 
in preparing its agenda for the conference, was to establish 
a stronger common American front against external aggression, 
Secretary Hull made it plain that such a policy did not involve 
isolation from Europe. It was important to leave no doubt on 
this point, for commercially many of the Latin American 
republics were bound more closely to Europe than to the United 
States. This was notably true of Argentina, whose products, 
being competitive with those of North America, found their 
export outlet across the Atlantic. Shortly before the meeting 
Sefior José Maria Cantilo, Argentine Minister for Foreign Af- 
fairs, likewise made plain the position which his country would 
assume. It was unwilling, he said, to consider any arrangement 
involving a defensive bloc if this meant “turning our backs 
on European nations linked to Argentina by traditional 
bonds.’’®* Argentina had been long opposed to a strong inter- 
American union and this attitude was much in evidence at the 
Buenos Aires conference in 1936. In the recent past she had 
looked to the League for collective security, rather than to some 
American organization, and she was also reluctant at this time 
to associate too closely with other American governments 
whose policies, like those of Mexico, for example, she dis- 
approved. The Argentine Foreign Minister was not a delegate 
to the conference, but he boarded a cruiser and paid an official 
visit to Lima during the first days of the meeting, and by invi- 


*4 New York Times, December 6, 1938. 

85 Ibid., December 28, 1938. 

66 Thid., November 17, 1938. 

87 Cf. The United States in World Affairs, 1936, 211-212. 
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tation made an address at one of the plenary sessions. It was 
obvious that he intended to keep close check on the members 
of his delegation and to maintain the consistently luke-warm 
attitude of his government toward measures involving any con- 
siderable degree of inter-American codperation. Shortly after 
arriving in Lima he reafirmed his opposition to any action 
which might be construed as establishing a definitive defensive 
alliance in the Western Hemisphere. The bonds were already 
strong enough, he said, to bring the nations of the continent 
to fight for “one common ideal with absolute disregard of 
boundaries,” if the situation so demanded.® 

Most of the delegates desired united action on some declara- 
tion of inter-American solidarity, and a few from the smaller 
states did not seem to be averse to a general alliance against 
European attack. The Nicaraguan Foreign Minister announced 
the willingness of his government to subscribe to a system 
of bilateral defense treaties if the United States would partici- 
pate, but he was informed by the United States delegation 
that no arrangements of that character were contemplated. 
Secretary Hull, in fact, was seeking to keep the whole problem 
free of regional issues. He made it clear that his government 
was opposed to military pacts but that it desired to implement 
the provision for consultation included in the Convention for 
Collective Security adopted at the ‘Buenos Aires Conference 
in 1936. Under this provision the signatories agreed that in 
case of a war or a threat of war endangering the peace of the 
American states they would consult for the purpose of adopting 
codperative measures of defense. The United States had pro- 
posed at that time that the Foreign Ministers of these states 
should form a permanent committee and thus be ready for 
immediate consultation if circumstances so required. Adoption 
of this proposal had been blocked by Argentina on the ground 
that the permanent committee would be a rival to the League, 
and the consultative pact lost much of its possible effective- 
ness by remaining unimplemented.” 


88 New York Herald Tribune, December 7, 1938. 
89 The United States in World Affairs, 1936, 210. 
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The leader of the opposition to this proposal in 1936 was 
Dr. Saavedra Lamas, then Argentine Foreign Minister, who 
in that same year had served as President of the League As- 
sembly and was naturally reluctant to see the establishment 
of any other international organization which might exercise 
functions like those of the League. Due to the vicissitudes of 
politics, Dr. Saavedra Lamas was no longer in public office 
in 1938 and did not attend the Lima Conference. The League 
likewise had undergone a change during this interval, but the 
attitude of the Argentine delegation remained unchanged. 
Once more it planted itself squarely against Mr. Hull’s pro- 
posal for a consulting committee. But loyalty to the League 
had never been the sole reason for this attitude. Argentina, 
as previously stated, looked to Europe for her export outlets 
and did not wish to antagonize any country offering her a 
market. She also resented the tariff and quarantine restrictions 
which had been imposed on her products by the United States 
since the World War. Her large Italian population would 
certainly object to any action seemingly directed against their 
former homeland. Some of her political leaders, too, cherished 
ambitions to make their country the spokesman and leader for 
the Latin American nations and wished themselves to play a 
role in world affairs instead of leaving the initiative, and 
eventually the prestige and glory, to those in authority in 
Washington. It was their desire, in brief, to prevent the exten- 
sion not only of European but also of North American influ- 
ence on the South American continent. 

The Argentine delegation was not opposed to any and every 
declaration of solidarity in defense of American institutions; 
the point at issue was how far it would go in the way of a 
commitment to some specific action under a given set of con- 
ditions and circumstances. At the very outset its spokesmen re- 
jected any idea of an all-American defense pact. On this point 
they and the United States delegation were in complete har- 
mony, for while the Argentinians wished to play down te- 
gionalism Mr. Hull and his colleagues would not consider any 
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arrangement so alien to the traditions of their country as an 
alliance. 

Shortly after his arrival at Lima Mr. Hull circulated the 
draft of an agreement or convention which was intended to 
serve as a basis for discussion. He proposed to promote the 
desired solidarity by strengthening the consultative pact of 
1936 in a way to assure concerted action in the event of a ‘“‘non- 
American menace.” The Argentine delegates objected at once 
to the use of the term “non-American” as a thrust at some 
European power. Other delegations objected to embodying the 
plan in a convention and insisted instead upon a simple declara- 
tion of principles. There were indications that five states— 
Argentina, Bolivia, Chile, Paraguay and Uruguay—would op- 
pose a convention if the issue were forced to a test, and the 
idea that a program of solidarity might be adopted by a vote 
of 16 to 5 seemed self-contradictory. Furthermore, instead 
of promoting solidarity, divided action would probably freeze 
the republics into two opposing blocs. Unanimity was essential, 
even if it yielded only a fraction of what some believed to be 
desirable. 

On December 17 the United States delegation circulated a 
new project, which called for a declaration instead of a con- 
vention. The American republics were to reaffirm their soli- 
darity and their will to collaborate and to pledge themselves 
to resist any direct or indirect threat to their peace or safety 
on the part of any non-American state. To make the declaration 
effective the signatories were to codrdinate their action through 
the consultative procedure already provided for in existing 
agreements. It further provided that the Foreign Ministers of 
all the republics should confer biennially, except in years when 
a Pan American Conference convened; and to meet objections 
which had been raised by Argentina on constitutional grounds, 
it was stipulated that any country could designate an alternate 
in place of its Foreign Minister.” 


7° The Argentine delegates had pointed out that in several American states 
the Foreign Ministers could not leave their countries without special authoriza- 
tion of their Congresses, and that these might not be in session when a crisis 
arose requiring consultation. 
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On the same day a different draft was circulated by Argen- 
tina. It was entitled ‘“The Expression of American Conscious- 
ness and Solidarity.” The two drafts were in harmony with 
regard to the principle involved but they differed with regard 
to the form in which it should be expressed. The Argentine 
draft made no provision for the machinery of consultation, 
leaving this to the decision of the various Foreign Offices. It 
also avoided reference to threats from “non-American” or “‘out- 
side” sources. With these two conflicting proposals before it, 
the conference faced its major test. 

While the proceedings were temporarily in a condition of 
deadlock, Governor Landon addressed the conference, and 
speaking as the titular head of the Republican Party he de- 
clared that regardless of election results there was one policy 
to which the people of the United States would adhere: they 
would not “tolerate any foreign government's gaining a foot- 
hold on this continent’; and he added that the Monroe Doc- 
trine “is not going to be changed, no matter what party is in 
power.” “In this matter,” he said, “there is not and will not 
be any party division.” The address was intended to convince 
hesitant delegations that Mr. Hull’s program had the approval 
of the great majority of the people of the United States. 


5. The Declaration of Lima 


In the meantime Brazil, traditionally friendly toward the 
United States at inter-American conferences, had been making 
efforts to effect a compromise between the views of the United 
States and Argentina. Her delegation offered a plan which set 
up consultative machinery similar to that suggested by the 
United States, but more flexible in order to meet Argentina's 
objections. Meanwhile, thirteen delegations under the leader- 
ship of Mexico held daily meetings for the purpose of obtaining 
the adoption of a policy even firmer than that proposed by 
the United States. As a result of these deliberations two drafts 
of a declaration of solidarity were laid before the conference 
on December 21. One was submitted by Argentina, and the 
other was the joint product of the delegations from Brazil, 
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Peru and the United States. The joint draft was believed to 
represent the views of most of the delegates, while making 
certain concessions to Argentina. It vigorously affirmed the 
determination of the American republics to act in concert to 
make their solidarity effective in defending their peace, security 
and territorial integrity."* The Argentine draft, on the other 
hand, made no such positive affirmation. It stated that there 
existed among the American nations a “natural solidarity,” 
by virtue of which any act likely to impair the peace or inde- 
pendence of any one of them would affect the interests of all. 
In case of such a threat or act on the part of a “continental 
or extra-continental power,” the states would consult as pro- 
vided by treaty. Each government, however, would act inde- 
pendently. 

The Argentine draft fell upon the conference somewhat like 
a bombshell. Its reference to a continental or extra-continental 
power was directed at the United States as much as at Europe 
and caused dismay among the delegations friendly to the 
United States as well as jubilation among Nazi and Fascist 
observers and newspaper correspondents.” For a brief period 
on December 22 it appeared that a compromise had been 
reached. Foreign Minister Concha of Peru, President of the 
Conference, stated that all the delegations had agreed to ac- 
cept the other draft which had been presented by Argentina 
on December 17. In some respects it was identical with the one 
presented later, but it carried no implied thrust at the United 
States, and pledged common action only against “foreign in- 
tervention or activity.’’ Sefior Concha’s statement, however, 
proved to be premature; for Argentina now refused to accept 
her own first proposal. The other delegations had adopted 
it without consulting the Argentine delegation, never dreaming 
that it would reject what it had proposed only five days be- 
fore! The Argentinians insisted that the original draft had been 
offered only as a basis for discussion and that its phraseology 

1 For text, cf. New York Herald Tribune, December 22, 1938. 


72 New York Times, December 22; New York Herald Tribune, December 23, 
1938. 
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had subsequently been amended in certain particulars by other 
delegates. The matter had been ineptly handled, and the parley 
had clearly reached a critical stage. The situation stirred 
various delegations to renewed activity. After much con- 
ferring over the minutiae of phraseology an acceptable com- 
promise was finally evolved, and on Christmas Eve it was 
unanimously adopted by the conference. It was officially desig- 
nated as the Declaration of Lima.”* 

In its preamble the declaration stated that “the peoples of 
America have achieved spiritual unity through the similarity 
of their republican institutions, their unshakable will for peace, 
their profound sentiment of humanity and tolerance, and 
through their absolute adherence to the principles of interna- 
tional law, of the equal sovereignty of states and of individual 
liberty without religious or racial prejudices.” Respect for the 
“personality, sovereignty and independence” of each Ameri- 
can state was declared to constitute the “essence of international 
order sustained by continental solidarity.’’ After this state- 
ment of general principles the twenty-one republics set forth 
three specific declarations: (1) a reaffirmation of their con- 
tinental solidarity and their purpose to collaborate in main- 
taining the principles upon which it is based; (2) a reaffirmation 
of their purpose to defend these principles “against all foreign 
intervention or activity that may threaten them’; and (3) a 
pledge that if the peace, security or territorial integrity of any 
American republic were thus threatened they would “make 
effective their solidarity, codrdinating their respective sovereign 
wills by means of the procedure of consultation established 
by the conventions in force and by declarations of inter- 
American conferences, using measures that in each case cir- 
cumstances may make advisable.” 

Thus far the declaration was closely in accord with the pro- 
posals made by the delegation from the United States. It was a 
pronouncement in favor of inter-American collaboration. But 
in defining the mode of consultation it fell far short of what 
the diplomats from Washington had been working for un- 

*8 For text, cf. Appendix VII (a). 
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remittingly ever since they arrived in Lima. After setting forth 
that the governments would act independently and in their 
individual capacities, with full recognition of their juridical 
equality as sovereign states, the declaration added that in order 
to facilitate consultation the Foreign Ministers, or their repre- 
sentatives, would meet on the initiative of any one of them 
in their several capitals “by rotation and without protocolary 
character” (that is, without formalized diplomatic procedure). 

Acceptance of this part of the declaration was regarded as 
a decided victory for Argentina. It was a concession to the forces 
of particularism. Once more the Buenos Aires government had 
blocked the establishment of the permanent consultative ma- 
chinery which many of the delegations regarded as essential 
to the development of definite and consistent continental unity 
against external aggression. In this particular the declaration 
went very little beyond the convention of 1936. Its provision 
for meetings at the call of any Foreign Minister when this 
seemed desirable changed the situation not one whit. There 
had never been a time when the appropriate official of any 
American republic might not have invited representatives of 
other republics to confer with him on matters of great moment, 
and many had done so.™* But the sketchy arrangements in- 
serted in the declaration actually put restrictions on the informal 
ad hoc consultative process by stipulating that the meetings 
should be held in various capitals by rotation. This would mean, 
of course, twenty meetings in Latin America to one in the 
United States. And it might also mean that in a time of 
sudden crisis involving the safety of all America a score of 
Foreign Ministers could confer on measures of common de- 
fense only by journeying to some remote and relatively in- 
accessible capital like Tegucigalpa. That obviously did not 
make sense; but objections on this ground were probably be- 


74 A conspicuous instance was the meeting in Washington on August 3, 1932, 
of representatives of nineteen American republics, who addressed an appeal to 
the governments of Bolivia and Paraguay, then engaged in an undeclared war, 
urging them to stop the movement of troops and in other ways to contribute 
to a peaceful solution and declaring that the nineteen governments would not 


recognize any territorial adjustments effected by force. Cf. The United States 
in World Affairs, 1932, 301-302. 
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side the point, since in case of a real emergency no one would 
expect the heads of sovereign states to allow such limitations 
to stand in the way of prompt action. Nevertheless, these limita- 
tions were significant in revealing a purpose to keep the dis- 
cussion of inter-American problems as much removed as possible 
from the influence of Washington, 

While the Declaration of Lima represented a victory for 
Argentina, it by no means meant the complete rout of the 
United States which some of the newspaper correspondents 
in Lima seemed to imagine. On the final test the Argentine 
delegates were willing to go farther in their pronouncements 
concerning solidarity and consultation than they were at the 
beginning of the conference. They made concessions, as did 
also the delegates from the United States, Brazil, Chile, Colom- 
bia, Mexico, Peru and other countries desiring a more emphatic 
repudiation of the methods of the totalitarian states and more 
specific provisions for the machinery of consultation. To attain 
unanimity on matters concerning which opinions differed so 
sharply without dodging the issue through a resort to vague 
generalities was no small achievement, and was in itself an 
indication of some basis of solidarity. While the declaration 
represented only a few advance steps since 1936, such progress 
as was attained was attributed by impartial observers to the 
patience and broadminded understanding of Mr. Hull. 


6. New Efforts at Solidarity 


After settling the most controversial issue before the con- 
ference, the delegates on the same day promptly agreed upon 
another statement designated as a Declaration of American 
Principles. This action was taken on the initiative of Brazil, 
and the declaration was quickly recognized as a summary of 
principles long advocated by Secretary Hull as the means of 
promoting world peace.” Its adoption was regarded by some 
commentators as of more importance, in the long run, than 
the compromise declaration on solidarity. It was possible 
that no occasion would ever arise for a resort to the procedures 

75 For text, cf. Appendix VII (4). 
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contemplated in the Declaration of Lima. On the other hand, 
the Declaration of American Principles embodied a code of 
good conduct which twenty-one nations were pledged to ob- 
serve in their day-to-day relations with one another—princi- 
ples, as Mr. Hull said, “so broad and essential that all the 
world may stand upon them.” Briefly summarized, the canons 
of international conduct to which the republics of the Western 
Hemisphere subscribed were as follows: (1) no intervention 
by any state in the affairs of another; (2) the solution of all 
international differences by peaceful means; (3) the renuncia- 
tion of force as an instrument of national or international 
policy; (4) the government of relations among states by the 
precepts of international law; (5) the faithful observance of 
treaties and their revision only by agreement of the contracting 
parties; (6) peaceful collaboration and intellectual interchange 
on the part of governments and their peoples to promote an 
understanding of common problems and aid the peaceful set- 
tlement of controversies; (7) economic reconstruction, as a 
contribution to well-being as well as to peace; (8) international 
codperation as “a necessary condition to the maintenance of 
the aforementioned principles.” 

Another thorny question which was bound to intrude upon 
the conference was that of the rights and obligations of Ameri- 
can states with regard to the pecuniary claims of foreign states 
and their nationals. This was an issue of long standing. As far 
back as 1902, at the second conference in Mexico City, a con- 
vention had been adopted under which the signatories agreed 
to submit to arbitration all claims of this character which had 
proved impossible of settlement through regular diplomatic 
channels. The United States was one of the signatories to this 
agreement. In 1907 the Hague Peace Conference had adopted 
a resolution proposed by the United States banning the use 
of armed force for the collection of contractual debts except’ 
when the debtor state refused to arbitrate the claim or after 
accepting arbitration refused to abide by the award.” In 1936 
Argentina proposed to go a step farther in behalf of the debtor 


% John H. Latané, American Foreign Policy, 497. 
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state and offered a convention under which the signatories 
would be pledged to refrain, without the reservation in the 
Hague plan, not only from armed force but also from diplo- 
matic intervention in support of the pecuniary claims of their 
nationals. Consideration of this proposal was deferred until 
the next conference. 

In conformity with that decision, the question was now 
brought up again at Lima, and it had an added importance, of 
course, in view of the recent expropriation of oil properties in 
Mexico and Bolivia. It had become the firm conviction of many 
Latin American political leaders that foreign claimants against 
a state should have no recourse which was not also open to its 
nationals. In other words, a resort to diplomatic pressure, by 
giving foreign claimants a preferred status, was not consistent 
with the entity and equality of all states. Argentina, therefore, 
again pressed her proposal, and Mexico offered another under 
which the states would recognize the right of their nationals 
to waive the diplomatic protection of their governments. The 
idea underlying this proposal was directly contrary to the 
position consistently held by the United States to the effect that 
diplomatic intervention was inherent in the state rather than 
in its citizens and that they could not renounce the right of 
their government to utilize its diplomatic machinery whenever 
it deemed this procedure desirable. Both the Argentine and 
the Mexican proposals were referred to one of the subcom- 
mittees which in turn passed them back to a committee of 
experts for further study, and the contentious problem was 
again sidetracked for five years more. 

Another matter in which the United States delegation was 
especially interested was the simplification and consolidation 
of the existing inter-American peace agreements. Eight such 
agreements had been negotiated at previous conferences during 
the past fifteen years. Secretary Hull’s proposal for consolidat- 
ing these instruments, made at the Buenos Aires conference, 
had been referred to a committee of experts for examination 
and recommendation at the Lima conference. The United 
States delegation again submitted a plan to unite the eight 
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pacts in a single instrument, and so did Argentina, Ecuador, 
Honduras, Uruguay and Venezuela. The Mexican government 
also proposed codification but linked with it new provisions 
giving a definition of aggression and outlining a procedure 
for the application of sanctions. These additions raised complex 
and controversial problems, and the whole subject was re- 
ferred to appropriate agencies for further study and a report 
to the next conference at Bogota in 1943. Provision was also 
made for continuing and expanding the work already begun 
on the codification of international law. 

Delegations from several countries were in favor of an 
inter-American Court of International Justice, but others op- 
posed it on the ground that it would weaken the World Court 
by removing American disputes from its jurisdiction. The United 
States delegation was aware that for domestic reasons its 
country could not participate in such an organization. So 
once more a controversial issue was sidestepped. This time 
the conference adopted a declaration expressing the purpose 
of the American states to establish such a tribunal when it 
seemed possible to do so with assurance of complete success, 
and recommending a study in the meantime of ways and 
means for the creation of such a court. Colombia and the 
Dominican Republic, in a burst of Pan American zeal, went 
still farther and proposed a League of American Nations. 
Their proposal evoked no enthusiasm, but to avoid wounding 
feelings by outright rejection action was deferred pending fur- 
ther study. 

The principle of refusing to recognize the acquisition of 
territory by force was already well established in declarations 
of previous conferences and in inter-American treaties, but it 
was reaffirmed and strengthened in a declaration that the ac- 
quisition of territory or any other modification of boundary 
arrangements through conquest or by non-pacific means should 
be deemed invalid and without legal effect.’ This action was 
of especial interest in view of the recent settlement of the 
Chaco dispute, under which the title of Paraguay to her 


77 Pan American Union, Report on the Results of the Conference, 10, 60-61. 








296 THE UNITED STATES IN WORLD AFFAIRS 


military conquests was validated. Moreover, while condemning 
the acquisition of territory by other than peaceful means the 
conference also adopted a resolution expressing the gratitude 
of the Americas to the six mediating countries for their part 
in the settlement of this dispute. 

Secretary Hull was eager for the adoption of a resolution 
urging the further reduction of barriers of international trade. 
Some action along this line had been taken in Montevideo in 
1933 and in Buenos Aires in 1936, but many of the Latin 
American states, under the effects of the trade depression of 
1937-1938, had imposed new quotas, higher tariffs and more 
rigid exchange controls in spite of their previous commitments.” 
And in order to obtain markets for their raw materials, a 
number had entered into barter arrangements with Germany, 
in disregard of their most-favored-nation commitments with 
other nations. After consultation with all the delegations Mr. 
Hull obtained their advance approval of a resolution com- 
mitting the American republics to liberal trade practices, and 
it had the distinction of being introduced by all the delegations 
jointly and of course obtained their unanimous approval.” 

It was impossible to avoid the injection into the conference 
of various issues arising out of the Spanish civil war. Sup- 
porters of both the Loyalist and Insurgent régimes were on 
hand, watching one another and active in behalf of their re- 
spective governments. The delegations were divided in their 
sympathies. Those of Colombia and Mexico were pro-Loyalist. 
Cuba and Argentina offered proposals for mediation. The 
Cuban resolution was the stronger, calling for the establish- 
ment of an intervention committee, consisting of one repre- 
sentative from each republic, which would tender its good 
offices to both sides. The Argentine proposal was limited to 
a declaration of willingness on the part of the American states 
to codperate in a peaceful settlement. Since this project was 
not on the conference agenda, it could not be presented on 


78 Cf. Chapter VII. 
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the floor without the unanimous consent of the Steering Com- 
mittee consisting of the heads of the twenty-one delegations. 
With only three favorable votes, the committee withheld its 
consent. But as a gesture of good will to those who wanted 
to “do something about Spain” the conference adopted a reso- 
lution on the Defense of Human Rights, which expressed the 
hope that during a war in any other part of the world due 
regard would be given to those human rights, humane senti- 
ments and material and spiritual inheritances of civilization 
which were not necessarily involved in the conflict.*° 

The problem of dealing with the infiltration of foreign 
ideologies into the Americas was also not on the conference 
agenda, but with the visible presence of Nazi and Fascist 
agents in Lima it was a matter which could not escape the at- 
tention of the delegates. Every speaker who called for resist- 
ance to totalitarian ideologies was vigorously applauded. 
While the Declaration of Lima was aimed at possible aggres- 
sion, it was purposely couched in broad and elastic terms. 
Other resolutions which attracted less attention and evoked 
less controversy were aimed more pointedly at the dictator 
states. On the initiative of Brazil, which had been greatly vexed 
during the past year by the political activities of its German 
elements, the conference adopted a declaration to the effect 
that minorities based on ethnical, language or religious con- 
siderations could have no place in the American system, and 
that alien residents could not claim collectively any specific 
minority rights.*? 

A resolution aimed especially at the political activities of 
foreigners was adopted on the initiative of Argentina. It rec- 
ommended that the American governments consider the adop- 
tion of measures prohibiting within their jurisdiction the col- 
lective exercise by resident aliens of rights vested in them by 
the laws of their respective countries. This resolution was evi- 
dently prompted by memories of the Hitler plebiscite in which 
Germans in South America participated after the annexation 


80 Report on the Results of the Conference, 55. 
81 Tbid., 15, 61. 
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of Austria. Still another direct thrust at the dictators appeared 
in a proposal by Cuba which, as adopted, declared that any 
persecution on account of racial or religious motives, making it 
impossible for human beings to live decently, was contrary to 
the political and juridical systems of America.” 


7. Results of the Conference 


Altogether, 159 proposals were laid before the conference. 
Argentina headed the list with twenty-five, and the United 
States came next with twenty-one. Not all of these were im- 
portant, and a few had only an indirect bearing on inter- 
American relations. As many as thirty-six resolutions dealt 
with the general subject of intellectual codperation and touched 
on such matters as interchanges between libraries, the en- 
couragement of tourist travel, mutual recognition of collegiate 
degrees, and so forth. Others dealt with labor standards, 
housing, the protection of indigenous populations and equality 
of civic status for both women and men. 

When the conference adjourned on December 27 the 107 
delegates in thirteen working days had approved r1o resolu- 
tions, declarations and recommendations. It was a striking fact 
that in all this output there was not a single treaty, convention 
or protocol. Only once before, at the first meeting held in 
Washington in 1889, had this record been matched. The ab- 
sence of treaties was not wholly a disadvantage, since they 
required ratification and might never become operative. Nu- 
merous treaties, conventions and protocols of past conferences 
were still awaiting ratification by a large number of American 
states. On the other hand, the moral obligation of declarations, 
though intangible, might prove in practice as binding as a 
legal commitment, and these did not have to wait years for 
ratification. 

On the whole, the results at Lima represented a gain in the 
promotion of peace. The discussions developed a better under- 
standing and a broader point of view among the delegates, as 
well as a desire for closer economic and cultural codperation, 


82 Report on the Results of the Conference, 28, 63, 64. 
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and they gave definite warning to the totalitarian states to 
save their ideologies for home consumption. The gains were 
wholly in the imponderables, but by avoiding too much im- 
plementation at this stage it was possible to outline a common 
foreign policy to an extent never before attained at an inter- 
American conference. The meeting brought the final solution 
of no problem, but as one objective foreign commentator ob- 
served, ‘These problems are the product of an historical evo- 
lution, and they can only be solved by the further processes 
of growth, not by strokes of magic words.’’** The conference 
served its purpose by stimulating this growth. 


83 Economist (London), CXXXIII, 694, December 31, 1938. 
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CHAPTER ELEVEN 


STALEMATE IN THE FAR EAST 


Not only in parts of Latin America were the rights of United 
States citizens challenged during 1938, but in the Far East as 
well. In Mexico the expropriation of their properties was a 
peaceful process, executed under the color of law and accom- 
panied by an intimation of ultimate reimbursement. In China, 
however, their lives were endangered and their property was 
damaged by the military operations of Japanese invaders. When 
the United States government protested, the Mexicans and the 
Japanese offered virtually the same defense—both maintained 
that the nationals of another country could have no preferen- 
tial standing over those of the country in which they hap- 
pened to be residing. 

Now while these defenses sounded very much alike, they 
were, in fact, not alike at all. The Mexican government meant 
that it was treating United States citizens no worse than it was 
treating its own people; the Japanese government meant that 
its war machine might treat Americans in the same summary 
fashion that it treated its enemies, the Chinese. Mexico could 
defend her action on the ground that it was only one phase of 
a domestic policy applied generally and impersonally. The best 
excuse that Japan could offer was that damage to nationals of 
a third power was an incident of belligerency, although there 
had been no formal declaration of war. Since the cases were 
different, the foreign policy of the United States was also dif- 
ferent. In dealing with Mexico the government sought to avoid 
even the appearance of intervention; in its conduct of Far 
Eastern affairs it moved gradually in that dangerous direction. 
But neither in the one situation nor in the other did the gen- 
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erality of American people seem to care much about the viola- 
tion of the rights of their fellow citizens or about the related 
actions of their own government. 


1. The End of the First Year of Conflict 


By the beginning of 1938, as the undeclared war between 
China and Japan entered its seventh month, it had become more 
and more evident that the Japanese military authorities had 
underestimated the strength of their adversaries. In spite of 
severe military reverses, in spite of the capture of its chief cities 
and the loss of a large portion of territory, the Chinese national 
government had kept up its resistance and the morale of its 
armies and its civilian population remained unbroken. Japanese 
troops during the previous half year had overrun nearly 300,000 
square miles in Northern China and another 30,000 square 
miles along the lower Yangtze River.’ It was a far call, how- 
ever, from military occupation to complete control. The large 
cities and the few railway lines were under the strict rule of the 
invading soldiery, but in the open country Japan’s authority 
did not extend beyond the range of her guns. 

Early in January the Japanese launched a new offensive south- 
ward with the object of uniting their forces in Northern China 
with those on the Yangtze River. At the beginning of March, 
in spite of a strict censorship on news from the Japanese front, 
it became evident that the drive had bogged down. Well- 
equipped German-trained troops had established a “Hindenburg 
Line” along the Lung-hai Railway in southern Shantung, and 
there the Japanese military machine made repeated thrusts for 
more than a month, with no progress worth noting. Guerrilla 
warfare played an important part in the operations of defense. 
Bands of raiders continually cut the extended Japanese lines of 
supply and communication and compelled them to maintain a 
string of garrisons behind their front, with a consequent reduc- 
tion in the number of troops available for forward fighting. 


1Cf. David H. Popper, “Progress of the Sino-Japanese Conflict,” Foreign 
Policy Reports, XIV, 50, May 15, 1938. 
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In April the Chinese gained their first major success when, 
outmaneuvering several crack Japanese divisions said to num- 
ber about 62,000 men, they cut through the lines at Taierh- 
chwang and wiped out all but 20,000 of them. The battle was 
described as Japan’s first great defeat in modern times. While 
it was by no means decisive, it indicated that the war would be 
prolonged and that the ultimate strain on the Japanese economy 
would be greatly increased. The Chinese took their victory as 
cool-headedly as they had taken their defeats. As General 
Chiang Kai-shek remarked: ‘“There is still a long way to go. 
Let us not be proud or oversatisfied with preliminary success, 
or discouraged by temporary reverses! Let us fight with greater 
determination!” 

Though news of the setback was carefully withheld from 
the people of Japan, it could not be suppressed in China. As a 
consequence the invaders lost “face.” To restore their prestige, 
the Japanese commanders massed more troops in Central China 
and prepared for an encircling movement against Suchow, a 
strategic city at the junction of two important railways. They 
succeeded in capturing it on May 16, and thereby gained their 
first conspicuous military success after a bitterly fought cam- 
paign of five months. With the entire 630-mile Tientsin-Pukow 
Railway now in their possession, and direct connection estab- 
lished between their centers of operation at Peiping and Nan- 
king, the Japanese started a new drive toward Chengchow, 
another junction city, from which a line ran to the temporary 
Chinese capital at Hankow. In order to check this movement, 
the Chinese, according to reports which they later denied, cut 
the dikes of the Yellow River. At any rate, the advance was 
halted, but only with a heavy loss of Chinese lives and prop- 
erty. For heavy rains caused serious floods in both the Yellow 
and the Yangtze valleys, and though some thousands of Jap- 
anese soldiers were trapped, a vastly greater number of 
Chinese were drowned and hundreds of thousands of others 
were driven from their farms and homes. In the meantime the 
Japanese began a new advance on Hankow from Nanking by 











STALEMATE IN THE Far EAST 303 


way of the Yangtze, and this area became the chief theatre of 
operations.” 

At the end of the first year of the conflict, in July, 1938, the 
Japanese War Office claimed that its armies had occupied 
775,000 square miles of territory and had inflicted 1,300,000 
casualties, while losing only 36,629 of their own troops.* The 
figures of Chinese military losses, whether exaggerated or not, 
do not tell the whole story. Millions of civilians—some esti- 
mates go as high as 30,000,000—had abandoned everything 
and had fled before the invaders. By hundreds of thousands 
they crowded into refugee camps, where disease and lack of 
nourishment exacted a heavy toll. The material destruction was 
enormous. It was due in part to the Chinese policy of “scorched 
earth,” under which, when a city was abandoned, nothing was 
left for the invader but the ruins, and in part also to the 
Japanese practice of destroying villages where guerrillas might 
find shelter and supplies. 


2. Chinese National Unity 


In spite of military reverses and economic difficulties the 
Chinese national spirit seemed to grow in strength. Soon after 
the outbreak of the struggle in July, 1937, the Kuomintang and 
the Communists had ceased fighting each other and had formed 
a united front against Japanese attack. For the time being the 
Communists renounced their efforts to establish a Soviet type 
of régime in the country and agreed to place their armed forces 
under the control of the national government as the Eighth 
Route Army. On January 3 General Chiang Kai-shek resigned 
the office of Premier in order to devote his whole effort to the 
defense of his country and was succeeded by his brother-in-law, 
Dr. H. H. Kung. He remained, however, at the head of the 
national military council, and the entire fighting establishment 
was subjected to a thorough overhauling in order to increase 
its effectiveness. Early in April the National Congress of the 

? Royal Institute of International Affairs, China and Japan (Information 


Department Papers No. 21, Second edition), 87-88. 
8 New York Times, July 7, 1938. 











304 THE UNITED STATES IN WORLD AFFAIRS 


Kuomintang, conferred virtually dictatorial powers upon the 
General and at the same time made further concessions to the 
Communists by granting them full freedom of speech, press 
and association so long as this freedom did not interfere with 
the prosecution of the war. The Communist party was especially 
effective in spreading anti-Japanese propaganda among the 
masses and in intensifying guerrilla warfare. Efforts were made 
to remove the stigma of banditry from the irregulars and to 
enlist them in the general anti-Japanese movement. Their use- 
fulness has already been indicated, and they possessed sufficient 
material resources to enable them to continue their type of 
warfare indefinitely.* 

Although the Chinese coast was patrolled by the Japanese 
navy, the import of munitions continued in large volume 
through Hong Kong. In October, however, the Japanese cap- 
tured Canton and closed the last important door to the inflow 
of war materials by sea. Access to the outside world was still 
physically possible through Haiphong in French Indo-China, 
and a narrow-gauge railway covered about half the distance 
from there to Chiang Kai-shek’s new headquarters at Chung- 
king; but the Japanese had persuaded the French to bar the 
use of the road for the shipment of munitions. 

The Chinese government had anticipated this situation and 
had already undertaken to complete highways for the trans- 
portation of supplies from Soviet Russia and Burma. One of 
these roads followed old caravan trails across desert country 
in the provinces of Kansu and Sinkiang to Russia, but since it 
required conveyance by truck for more than 2,000 miles through 
an almost uninhabited area, its military value was limited. A 
more promising route, the Burma Road, extended southwest 
to the Burma frontier. There it connected with a highway 
recently improved by the British authorities which ran south- 
ward for 120 miles to Lashio. At that point a railway gave 
access to the sea through Rangoon. The Chinese began build- 
ing the final link of the road in December, 1937, and com- 


* Norman D. Hanwell, “The War Economy of China’s Guerrillas,” Far Eastern 
Survey, VII, 265-270, November 23, 1938. 
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pleted it in less than a year. This was a matter of some interest 
in the United States, since part of the proceeds of the $25,- 
000,000 loan obtained by China from the United States through 
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The heavy black line in the upper part of the map represents the newly com- 
pleted Burma Road. (Reproduced, by permission, from Foreign Affairs.) 


the Export-Import Bank was expended for motor trucks and 
fuel for use on the road.° To what extent the new transporta- 
tion facilities would offset the effects of the closing of the route 


through Hong Kong and Canton could not be determined at 
° Cf. Chapter VII. 
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the end of 1938, but the construction of the last section of 
the road through a most difficult terrain and without modern 
mechanical facilities was a noteworthy engineering accomplish- 
ment which testified to the tenacity of the Chinese people.® 


3. Japan’s War Aims 


Meanwhile, as the conflict deepened, the Tokyo government 
broadened its objective. At first it had appeared to be seeking 
only to liquidate the incident near Peiping in July, 1937, which 
had precipitated hostilities, and to put its control over local 
governments in North China on a more firmly established 
basis. Its early policy could be described as one of local settle- 
ment and non-aggravation, but it soon expanded into a broad 
program for the stabilization of Eastern Asia and the formation 
of a vast political and economic area under the hegemony of 
Japan. Japanese opinion was divided with regard to the man- 
ner in which the conflict should be prosecuted. The militarists 
wished to intensify the drive on the mainland at any cost, but 
the moderates urged that steps which might lead to complica- 
tions with other powers should be avoided. 

On January 11, 1938, the Japanese Imperial Council held its 
first meeting since 1914. This body assembles only for extraordi- 
nary purposes. It is attended by the highest military and civil 
officers, who confer in the presence of the Emperor, and its 
deliberations are never made public. Five days after the meet- 
ing, however, a joint statement was issued by the Cabinet and 
the military command to the effect that the Japanese govern- 
ment would cease forthwith to deal with the Chinese national 
government and would look forward to the establishment of 
a new Chinese régime from which it could expect harmonious 


®W.H. Mallory, “The Burma Road,” Foreign Affairs, XVII, 625-627, April, 
1939. On December 8, 1938, the United States Ambassador to China, Mr. Nelson 
T. Johnson, was summoned to Washington for a report and consultation. He left 
Chungking on December 12, and traveled along the Burma Road to Rangoon, 
where he arrived on the 29th. His was the first non-commercial vehicle to traverse 
this road, and the Ambassador later described it as completely practical for the 
shipment of munitions and supplies into the war area. Cf. New York Times, 
January 10, 1939. 
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codperation.’ The statement reaffirmed the responsibility of 
Japan for peace in Eastern Asia, reiterated her determination 
to respect the territorial integrity and sovereignty of China, as 
well as the rights and interests of other powers in China, and 
at the same time called upon the Japanese nation to gird itself 
for a long and sustained effort. 

Measures in conformity with this policy soon followed. On 
January 19 the government announced that it had ordered its 
Ambassador to China to return home, to which the Chinese 
immediately replied by recalling their own Ambassador from 
Tokyo. These withdrawals did not mean the complete severance 
of diplomatic relations, for both countries continued to be 
represented by members of their diplomatic staffs. On the face 
of it, the Japanese intended to sever relations with General 
Chiang Kai-shek while maintaining relations with the Chinese 
nation.’ The diplomatic status between the two countries 
underwent no further change until June 11, when following 
the repeated bombing of Canton and the killing of thousands 
of civilians, the Chinese Embassy in Tokyo was closed. Yet even 
then the chargé d’affaires, Mr. Yang, described the closing as 
only a temporary suspension of business.° 

Upon recalling the Japanese Ambassador, Premier Konoye 
repeated previous demands of his government that China 
should suppress Communism and coéperate with his country. 
He added that henceforth Tokyo would recognize only the 
Japanese-sponsored régime, meaning thereby the provisional 
government which had been established in Peiping on Decem- 
ber 14, 1937. A few days later Foreign Minister Hirota elab- 
orated the Japanese war aims in a speech before the Diet. In 
addition to repeating the Premier's demands, he called for the 
establishment of demilitarized zones in China where necessary, 
her acceptance of an economic agreement with Japan and 
“Manchukuo,” and her payment of indemnities to his govern- 
ment. He again repeated that his people had no territorial 

7 For text cf. New York Times, January 16, 1938. 


8 New York Times, January 19, 20, 1938. 
® Ibid., June 12, 1938. 
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ambitions on the mainland and that the Open Door in China 
would not be closed. 

Public statements on behalf of the Chinese national govern- 
ment, however, made it clear that any peace terms which 
would receive its consideration must fully respect the sover- 
eignty and territorial and administrative integrity of the coun- 
try.'° During the summer there were frequent reports of pro- 
posals from the provisional government at Peiping to the 
national government in Hankow, but nothing came of them. 
Neither the Japanese nor the Chinese authorities showed any 
disposition to modify their positions. 


4. Japanese Rule in China 


Japan adhered to her formal declaration that she would not 
annex Chinese territory. Instead, she established new administra- 
tive systems in the occupied regions which were governed inde- 
pendently of the Nationalist régime under General Chiang Kai- 
shek. These puppet governments were known as “Provisional 
Peace Commissions.” Late in 1937 the military leaders set up a 
“Provisional Government of the Chinese Republic” in Peiping 
under the nominal leadership of two undistinguished Chinese 
politicians. At Nanking, on March 28, 1938, they followed a 
similar course and established a ‘Reformed Government of the 
Republic of China” to administer the central area. On December 
20 another such régime, designated as the “Kwangtung Pro- 
visional Government,” was inaugurated with great ceremonies 
at Canton." In every instance men of mediocre quality were 
chosen for the top positions. Steps were taken later to codrdinate 
the units into a federation under a Supreme Council with head- 
quarters in Peiping, but by the end of the year such plans had 
not been carried to completion. 

Tokyo lost no time in seeking economic benefits from the 
occupied areas. The North China Development Company with 
an authorized capital of 350,000,000 yen, half of which was to 
be supplied by the government and the other half by private 


10 New York Times, January 19, 20, 22, 23, 1938. 
11 [bid., January 31, March 29, December 21, 1938. 
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interests, was formed to finance and develop railways, com- 
munications, mining operations and other enterprises through 
various subsidiaries organized as joint Sino-Japanese com- 
panies. The Central China Development Company was also 
created with a capital of 100,000,000 yen, with the immediate 
purpose of reconstructing the devastated areas of that section 
of the invaded country.’* Other Japanese organizations intensi- 
fied their exploitation of China’s mineral resources in order to 
relieve their country’s shortage of raw materials and the pres- 
sure on its foreign exchange. Power projects were launched 
in North China to aid the development of new industries, and 
farmers were called upon to raise crops which did not compete 
with those produced in Japan.’ 

Steps were also taken to revise the currency system and the 
tariff schedules of the provisional governments. Customs duties 
on major articles of Japanese manufacture were reduced by the 
dummy régime at Peiping, and the reductions adversely affected 
imports into China from the United States."* A Federal Reserve 
Bank was established in that city in March, 1938, with capital 
supplied by Japanese banks, and it at once undertook to make 
its note issues the only currency circulating within the jurisdic- 
tion of the provisional government.’® With the appearance of 
the new currency foreign traders other than the Japanese 
found it difficult to effect the conversion of their funds, since 
the bank would not exchange Shanghai currency for the new 
notes, though accepting Japanese yen at parity with them. On 
May 31 the Peiping authorities announced the extension of 
the North China tariff schedule to Central China, thus widen- 
ing the area in which Japan would receive favorable tariff 
treatment.’® 

Not long after their invasion in force, the Japanese military 
authorities had attempted to extend their rule over the Inter- 


12 New York Times, November 8, 1938. 

18 Far Eastern Survey, Vil, 55-56, 83, 84, 89, 90, 99, 107, March 2, April 6, 
April 20, May 4, 1938; David H. Popper, op. cit., 59. 

4 Times (London), January 22, 1938. 

15 Journal of Commerce (New York), March 16, 1938. 

16 New York Herald Tribune, June 1, 1938. 
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national Settlements in Chinese cities. The International Settle- 
ment at Shanghai was administered by a Municipal Council 
composed of five British, five Chinese, two American and two 
Japanese members. Late in 1937 the Japanese military com- 
mander in the city made demands upon the Council for the 
suppression of anti-Japanese activities, for the expulsion of 
Chinese government officials, and for the abolition of Chinese 
censorship over methods of communications. Under the threat 
of military action the Council sought to comply, and most of 
the Chinese officials withdrew voluntarily. Shortly afterward a 
Japanese censorship was established over the wireless and 
cable services of foreign companies, and this brought numer- 
ous complaints to the United States Consul General concerning 
interference with dispatches and the mails.’* The United States, 
Great Britain and France strongly supported the Municipal 
Council in its efforts to resist such domination. On their part, 
the Japanese complained of acts of terrorism in the Settlement, 
but they were met with the counter-charge that many of the 
political crimes were instigated by the Japanese themselves in 
order to justify their aggressive action and to furnish an excuse 
for maintaining armed forces in certain positions outside their 
quarter within the Settlement.*® 

Tension over the Settlement question was further aggravated 
when the Japanese said that they intended to take over the 
administration of the maritime customs within the international 
district at Shanghai. The funds from this source had been 
pledged to maintain the service on Chinese foreign debts. 
Strong representations were made in Tokyo by the Ambassadors 
of the United States, Great Britain and France, and while 
negotiations were in progress the North China régime added 
a new complication by seizing the customs offices at Tientsin and 
Chinwangtao and temporarily retaining revenues pledged for 
the service of foreign loans. The dispute was finally adjusted 
by an agreement under which the revenues collected at each 


17 New York Times, March 6, August 25, 1938. 
Ibid. August 14, 1938; New York Herald Tribune, August 17, 
1938. 











STALEMATE IN THE Far East 311 


port occupied by the Japanese were to be deposited with the 
Yokohama Specie Bank, and from them the foreign loan quotas 
were to be remitted.” 


5. Warfare Against Civilians 


During the first year of the conflict Japan’s relations with 
Great Britain had become severely strained because of resent- 
ment at the flow of munitions into China through Hong Kong. 
For many months this British Crown Colony was a door for 
the entrance of war supplies of all kinds destined for the 
Chinese armies. The supplies were forwarded from Hong Kong 
to Canton and from there transported by rail to the military 
front. Anti-British feeling in Japan became bitter; newspapers, 
magazines and speakers at mass meetings denounced the British 
for aiding China, and the campaign was more violent than that 
against any other power. The occupation of Canton was urged 
on the government as the most effective method of cutting off 
the munitions traffic. 

In May and June Japanese military planes subjected the city 
to a systematic bombardment, with casualties estimated in excess 
of 8,000. The national government at Hankow called on other 
governments and the League of Nations to take prompt meas- 
ures to check the air raids. At a press conference in Washington 
on June 3 Mr. Sumner Welles, Acting Secretary of State, read 
a formal statement declaring that public opinion in the United 
States regarded the bombing of unfortified areas and the conse- 
quent slaughter of civilian populations as “barbarous.” The 
government, he said, would adhere scrupulously to its policy 
of non-intervention, but at the same time it would voice the 
nation’s “emphatic reprobation of such methods and of such 
acts, which were in violation of the most elementary principles 
of those standards of human conduct which have been devel- 
oped as an essential part of modern civilization.”*° On the same 


19 The Japanese government was to collect arrears on its portion of the Boxer 
indemnity. The United States, Great Britain and several other countries had years 
ago remitted their Boxer indemnity claims to China on condition that the funds 
should be devoted to cultural undertakings. New York Times, May 4, 1938. 

20Department of State, Press Releases, XVIII, 642-643, June 4, 1938. The 
statement of Mr. Welles was communicated to foreign governments. 
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day Secretary Hull delivered an address in Nashville, Tennessee, 
in which he stated that the United States was prepared to join 
other countries in a conference for humanizing the rules and 
practices of warfare.” 

The Japanese military authorities were not perturbed by 
protests from the Western nations, and the bombing of Canton 
was continued. In fact, on June 8 Rear Admiral Nomura stated 
that the air raids would be conducted on both Canton and 
Hankow with “even greater vigor” to convince the Chinese 
authorities of the futility of resistance. The Admiral “deeply 
regretted” the loss of civilian lives but insisted that Canton 
contained military establishments with anti-aircraft guns and 
reiterated that neutral powers should withdraw their nationals 
from the vicinity of such places.” As if to emphasize this pro- 
nouncement Canton was given its twelfth successive daily 
bombing. On the following day bombs were dropped on the 
campus of the American-endowed Lingnan University although 
this institution stood clearly apart from the rest of the city. 
Protests were made by the United States Consul General at 
Hong Kong to his Japanese colleague and by Ambassador 
Grew to the Foreign Office at Tokyo, and once more the United 
States government reiterated its purpose to hold Japan respon- 
sible for damages incurred by its nationals as a result of 
Japanese military activities in China. 

The bombings brought forth denunciations in the American 
press. Typical of this attitude was the comment of the New 
York Times: “Every bomb that falls on Canton destroys some- 
thing of what remains in the Western World of friendliness 
for the present rulers of Japan.”** The London Times pointed 
out that the bombing had not weakened the resistance of the 
Chinese but that it was none the less the duty of neutral govern- 
ments to do everything in their power to prevent such methods 
from becoming accepted as the normal routine of warfare.”* In 
Rome the Osservatore Romano, spokesman for the Vatican, 


21 New York Times, June 4, 1938. 
22 Ibid., June 8, 1938. 
28 Thid., June 9, 1938. 
24 Times (London), June 6, 1938. 
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announced that the Holy See had urged the Japanese govern- 
ment to exercise every precaution in avoiding useless slaughter.?° 
On July 23 and 24 the World Conference for Action on the 
Bombardment of Open Towns and the Restoration of Peace 
held a two-day session in Paris with 1,100 delegates in attend- 
ance from thirty countries, including sixteen from the United 
States, to consider measures which its title suggests.?* In Wash- 
ington the air attacks in both China and Spain engaged the 
attention of Congress, and on June 16 the Senate adopted a 
resolution introduced by Senator Pittman condemning the 
bombing of civilian populations.” 

Notwithstanding these manifestations of disapproval of 
Japanese policy in the United States, Foreign Minister Hirota 
expressed the desire on several occasions to promote friendship 
and good will between the two countries. In January, 1938, the 
Japanese newspaper Nichi Nichi raised a fund for the benefit 
of the Panay victims and turned over 7,012 yen to Ambassador 
Grew. The Ambassador expressed his appreciation but ex- 
plained that his government did not believe that its citizens 
should accept direct financial contributions in such cases and 
stated that the money would be used to promote friendship 
between the two countries. In February at a mass meeting in 
Tokyo 10,000 Japanese approved by acclamation a resolution 
offered by a member of Parliament calling for closer ties be- 
tween Japan and the United States. A copy of the resolution 
was forwarded to President Roosevelt, Secretary Hull and the 
presiding officers in both houses of Congress.** Shortly after- 
ward Foreign Minister Hirota was reported as making overtures 
to Washington for the conclusion of a non-aggression pact. 
There was no announcement from the Department of State on 
this matter, but in a press interview on May 22 Senator Pittman, 
Chairman of the Senate Foreign Relations Committee, indicated 
what was regarded as the official position of the government. 
He said that Japan, through her invasion of China, had already 


25 Cited in New York Times, July 1, 1938. 
°6 Ibid., July 24, 1938. 

*7 Cf. Chapter VI. 

28 New York Times, February 20, 1938. 
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violated a treaty of non-aggression (the Nine Power Treaty) 
to which the United States was a party and that there was no 
point in signing another until Japan had remedied the wrong 
done in the first instance.”° 


6. The Assertion of American Rights 


Japan was clearly seeking to weaken Anglo-American codper- 
ation by creating a conflict of interests between the United 
States and Great Britain. She showed partiality by quickly 
settling with the United States for the sinking of the Panay 
before taking up with London the question of damages which 
she had inflicted on British shipping in the Yangtze at the 
same time. There was an apparent effort to create the impres- 
sion in the United States that it was London and not Washing- 
ton to which Japan was offering resistance, and to spread the 
idea that the British were using the United States as a tool in 
the protection of their own interests. 

Nevertheless the United States government continually re- 
affirmed its basic policy in the Far East, at times acting inde- 
pendently and on other occasions taking parallel action with 
Great Britain and France. Early in 1938 Japanese troops in 
Nanking were still running amuck and looting foreign property 
in that city, which they had captured in December, and the 
United States Consul made a formal protest against the dis- 
regard of the rights of Americans.*° A Senate resolution of 
January 5 requesting information concerning the number of 
United States troops and nationals and the total amount of 
American investments in China*’ was utilized by Secretary Hull 
to present a statement on the government’s Far Eastern policy. 
After giving the information requested, Mr. Hull added that 
the “preservation and encouragement of orderly processes” was 
more important than the value of American trade with China 
or investments in China or “even the question of safeguarding 


29 New York Times, May 23, 1938; Congressional Record, Seventy-fifth Con- 
gress, Third Session, 9802. 

80 Department of State, Press Releases, XVIII, 105, January 15, 1938. 

51 Congressional Record, Seventy-fifth Congress, Third Session, 61. 
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the immediate welfare of American citizens in China.”*? He 
emphasized that, in following the traditional policy of affording 
appropriate protection and assistance to American nationals in 
the Far East, the troops stationed there for that purpose were 
not engaged in any ‘mission of aggression,” and that they 
would be withdrawn whenever their protection was no longer 
required. To abandon American citizens in any part of the 
world, he said, ‘‘would have inevitable and serious repercus- 
sions adverse to the legitimate rights of Americans and the 
legitimate tmterests of this country in other parts, in most parts, 
of the world.” 

On January 17 the United States government again protested 
against the molestation of its citizens in Chinese cities by 
Japanese troops and reminded Japan of the guarantees which 
she had given after the sinking of the Panay.** The Foreign 
Office in Tokyo replied that strict orders had been issued to 
prevent mistreatment and that special officers had been assigned 
to various points to deal with the matters concerning the inter- 
ests of nationals of other powers.*° 

On February 25 the Department of State announced that 
another note had been sent to Tokyo advising that the United 
States would hold Japan responsible for injuries or damages 
suffered by Americans at the hands of her forces in China. This 
note had been prompted by the action of the Japanese Embassy 
in Peiping on February 3 in warning all foreigners in the Central 
China war zone to seek safety elsewhere and to mark their 
property so that the Japanese army could identify it. The 
United States insisted that no American national was legally 
obliged to take such precautionary measures and that the action 
of those who did so would be entirely voluntary. 

In Congress there was a small group who urged the with- 
drawal of all American forces from China in order to avoid 
“involvement.” Senator Reynolds of North Carolina declared 


32 Department of State, Press Releases, XVIII, 100-105, January 15, 1938. 
33 Tbid. 


34 Cf. The United States in World Affairs, 1937, 230-234. 
85 Department of State, Press Releases, XVIII, 176, 181, January 29, 1938; 
XVIII, 263, 265, February 19, 1938. 
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that such action was desired by 90 per cent of the people. He 
insisted that the few Americans remaining in China because 
they had investments there were endangering the lives of 
130,000,000 people in the United States. As for himself, he 
would “rather lose the 200 million dollars which American 
citizens have invested in China than to have the life of one 
American citizen lost.’’*® In the House, Representatives Fish of 
New York and Tinkham of Massachusetts also urged with- 
drawal.** On the other hand, Senator Barkley of Kentucky, 
the Democratic majority leader, insisted that the United States 
had “the same obligations to one single American as to 100 
or 1,000,” and deplored the suggestion that the attitude of the 
United States was determined by the number of its nationals 
affected or the amount of other interests at stake.** Senator 
King of Utah insisted that the United States had a moral obliga- 
tion arising from the treaties to which it had adhered, not only 
to protect its immediate interests but to participate in any 
proper and legitimate movement to arrest the progress of the 
conflict in China. He suggested that the United States join with 
the signatories of the Nine Power Treaty, the Pact of Paris 
and other pertinent agreements in a strong remonstrance against 
Japanese policy.” Senator Lewis of Illinois stated that he had 
once been in favor of the withdrawal of troops from China in 
order to avoid incidents which might provoke a war, but that 
since hostilities had begun it would be ‘‘a form of treason” to 
follow this course.*® 

With the shifting of the theatre of operations from North 
China to the Yangtze, the United States promptly attested 
its non-aggressiveness by withdrawing its troops from areas 
where their services were no longer needed. A regiment of 
marines was recalled from Shanghai on February 18 and a 
regiment of infantry from Tientsin on March 2. On the 


36 Congressional Record, Seventy-fifth Congress, Third Session, 326. 

37 Tbid., 1125, 1140, 3328. 

38 New York Times, January 6, 1938. 

39 Congressional Record, Seventy-fifth Congress, Third Session, 2154, 2159. 
40 New York Times, January 6, 1938. 
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Yangtze, however, where large-scale military operations were 
still in progress, United States naval forces continued to stand 
by, regardless of Japanese objections. On June 12 Japanese army 
authorities warned foreign vessels to avoid the Yangtze River 
below Hankow because of current operations against the 
Chinese capital, and requested the names, locations and mark- 
ings of the ships in order to avoid incidents and complications. 
Admiral Yarnell, in command of the United States Asiatic 
Fleet, refused to accept the suggestion that ships under his 
orders be kept out of the designated zone and declared that 
the United States navy would retain complete freedom of action 
and movement and would go “wherever Americans are in 
danger.” He stated further that a mere warning did not relieve 
the Japanese of responsibility for damages or injury to Amer- 
ican nationals or property. He promised, however, that in order 
to avoid unnecessary exposure, movements of United States war- 
ships in the danger zone would be communicated to both 
Chinese and Japanese officials. He maintained that the evacua- 
tion of Americans from the threatened zone was a matter of 
paramount importance and would be carried out as circum- 
stances required.*t Great Britain took a similar position. 
Possibly prompted by this parallel action, the Japanese For- 
eign Office on June 24 issued a memorandum for the use of 
the foreign press declaring that the government considered the 
status of the nationals of third powers residing in countries at 
war, even if war had not been formally declared, as being the 
same as that of nationals of the country in which they were 
residing, and that this principle applied also to the question of 
compensation for property losses resulting from the conflict.*” 
In other words, foreigners in the occupied regions of China 
were not entitled to special treatment of any kind. On the 
same day a Japanese official in Shanghai, in referring to an 
incident in which an American teacher in Nanking University 
was alleged to have been slapped by a Japanese sentry, declared 
that foreigners in these areas were under Japanese law and had 


41 New York Herald Tribune, June 13; New York Times, June 14, 1938. 
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no extraterritoriality.** Since this assertion did not issue directly 
from the Foreign Office, it was ignored in Washington, but the 
formula had a familiar ring. It had originated in Mexico, and 
it was to be heard again at Lima.** 


7. The French and British Attitude 


Some of Japan’s most controversial issues with Western 
powers during 1938 were not with the United States but with 
Great Britain and France. Resentment over the use of Hong 
Kong for munition shipments to the Chinese forces has already 
been mentioned. Franco-Japanese relations were likewise 
strained because of the shipments of arms and supplies into 
China by way of French Indo-China; for the Japanese were 
aware that early in the conflict large supplies of war materials 
had been reaching Hankow by way of the port of Haiphong 
and the French railway.*® In October, 1937, the French govern- 
ment agreed to check the flow of munitions by this route, but 
there were conflicting reports as to the effectiveness of the 
prohibitions. In June, 1938, a vigorous attack on French policy 
was launched in the Japanese press, and on June 20 Japan pro- 
tested to France against her alleged lack of neutrality. There 
were reports that the protest was prompted mainly by the fact 
that two retired French army officers had become advisers to 
the Chinese forces in place of the Germans who had been 
recalled by the Berlin government. In Paris Foreign Minister 
Bonnet denied the allegations of un-neutrality.*® 

The Japanese Foreign Office followed up its protest with 
intimations that armed forces might occupy Hainan Island to 
facilitate military operations. The seizure of this island would 
be a matter of grave concern to both France and Great Britain 
because of its proximity to French Indo-China and its midway 
position between the British bases at Hong Kong and Singa- 
pore. Hainan was within the French sphere of influence and in 
1898 China had agreed not to cede the island to any other 


48 New York Times, June 25, 1938. 
“* Cf. Chapter X. 

“5 Cf. map, p. 305. 
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power without the consent of France. The interests of France 
were recognized in a treaty with Japan in 1907 and in the four 
power pact negotiated in Washington in 1922.*7 

Japan went ahead with preparations to occupy the island. 
Her warships concentrated off the coast, while a French cruiser 
stood by. Paris made it clear to Tokyo that if Japanese troops 
were landed an equal number of French troops would also be 
disembarked. On June 27 Great Britain and France announced 
that they had jointly made representations to Japan that her 
occupation of the island would lead to “undesirable complica- 
tions” and that they would act as circumstances demanded.** 
On July 4 it was reported that French-trained Annamite military 
police from Indo-China had been landed on the Paracel Islands 
about 150 miles southeast of Hainan. These islands offered a 
possible seaplane base in case of war, and their occupation 
was intended as an emphatic warning against the Japanese 
seizure of Hainan.*® It was also effective, at least for the time 
being. The Tokyo press became immensely excited over such a 
“violation of the sovereignty and territorial integrity of China,” 
conveniently ignoring the inconsistency of this accusation by a 
nation which had recently seized some hundreds of thousands 
of square miles of the Chinese mainland and by its own state- 
ment had caused the death of more than a million Chinese. 


8. Japan and the Axis 


No such friction had developed between Japan and the 
totalitarian powers. Tokyo had established a new bond with 
Berlin even before the outbreak of the conflict. On November 
25, 1936, the two governments had entered into an anti- 
Comintern pact which provided for their collaboration in 
checking the activities of the Communist International. About 
a year later Italy also adhered to this pact, and a year later still, 


47 Far Eastern Survey, VII, 203, August 24, 1938. 

48 New York Times, June 28, 1938. 

4° France had long insisted that these islands were part of French Indo-China, 
and although the Chinese government dissented, it had allowed the government 
of Indo-China to maintain a lighthouse and a meteorological station there. 
New York Times, July 5, 1938. 
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on November 25, 1938, Germany and Japan negotiated a cul- 
tural agreement providing for mutual interchange in the field 
of education and art.’ Yet despite the ideological affinities 
among the Rome-Berlin-Tokyo powers, Germany had close 
commercial and military ties with China and was loath to take 
any steps which might encourage a further rapprochement 
between that country and Soviet Russia. The Reich also pre- 
ferred to see an end of the conflict before Japan exhausted her 
resources and could no longer present an effective front against 
Bolshevism. But whatever attempts Germany may have made 
at mediation were ineffective, and China showed no inclination 
to make a compromise settlement with Japan. 

When it became evident that hostilities would continue Ger- 
many passed from an attitude of benevolent neutrality to one 
of active support of Tokyo. In his speech before the Reichstag 
on February 20, 1938, Chancellor Hitler disavowed any terri- 
torial interest in the Far East, approved Japan’s military enter- 
prise in China as a defensive measure against Communism, and 
announced that the Reich would recognize ‘“Manchukuo.”” 
Germany’s shift was a setback for China. The Reich had re- 
cently been accused in the Japanese Diet of sending more 
arms and munitions to China than Great Britain had done. It 
was stated that about 60 per cent of China’s munitions had 
come from Germany.** On February 21 the Chinese govern- 
ment protested to Berlin against the proposed recognition of 
“Manchukuo.” The only other countries, besides Japan, which 
had then done so were El Salvador and Italy.** Nevertheless, on 
May 12 Germany finally joined this group. 

Throughout this period of shift the German military ad- 
visers had remained with the Chinese army, and it was under 
their guidance that the Chinese had so thoroughly defeated 
the Japanese at Taierhchwang. Following this reverse, the 


51 New York Times, November 25, 1938. 

52 Cf. Chapter III. 

53 New York Herald Tribune, February 4; article by John Gunther, New 
York Times, May 1, 1938. 

°t The Insurgent régime in Spain had also accorded recognition to “Manchukuo”’ 
shortly after Italy's action in November, 1937. 
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Japanese brought pressure on Berlin to recall the experts, con- 
sisting of some twenty-odd officers headed by General Alexan- 
der von Falkenhausen. Accordingly, on May 21 Germany re- 
quested the Chinese government to release them, and when it 
hesitated she offered compensation for the canceling of their 
contracts. Shortly afterward, without more ado, she gave the 
military men direct orders to return to Germany or risk the loss 
of their citizenship and property. They left Hankow on July 5, 
thereby giving tangible evidence that the Rome-Berlin-Tokyo 
axis was at work.*? On June 27 Dr. Oskar Trautmann, the 
German Ambassador to China, left his post to report to his 
government.*® It was plain that relations were becoming 
cooler. The flow of German military supplies to China was 
dwindling, and Rome and Berlin were obviously seeking to 
assist Japan. 

On September 14, 1938, Germany concluded a second agree- 
ment with ‘““Manchukuo,” and this one provided for a loan 
from German banks of 45,000,000 reichsmarks for the purchase 
of capital goods. Italy was likewise active on Japan’s behalf. 
After signing the anti-Comintern pact, she withdrew her avia- 
tion instructors from China. In March and April, 1938, she 
dispatched a good-will delegation to Japan and to several im- 
portant cities in ““Manchukuo,” and followed this with an 
economic mission. On July 5 Japan, Italy and “Manchukuo” 
entered into a three-cornered trade agreement based on barter, 
with Italy’s sales and purchases balancing those of Japan and 
“Manchukuo” together. A treaty of friendship, commerce and 
navigation between Italy and ““Manchukuo”’ was also signed at 
this time. In short, a new regional economic and political 
system was being formed in the Far East under the domination 
of Japan, with Germany and Italy sharing in the advantages, 


_while the United States, Great Britain and France were ex- 


cluded. 
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9. American Public Opinion 


The people of the United States were by no means impartial 
in the Sino-Japanese conflict, and the government was not 
insensible to public opinion. Popular sympathies were with the 
“under dog,” and there was resentment, too, at the ruthlessness 
of the Japanese attack, at the violation of treaties, and at the 
obvious purpose of Japan to do away with the policy and 
practice of the Open Door. In its insistence upon the observ- 
ance of treaties and the settlement of disputes by peaceful meth- 
ods, and in its refusal to recognize new territorial adjustments 
effected by force, the United States government obviously could 
not maintain an undiscriminating position as between the dis- 
putants, but was compelled to take a stand on the side of 
China—without, however, proceeding to the point of inter- 
vention. Public opinion supported the Administration when it 
refused to recognize the existence of actual war and thus 
avoided doing such damage to China as would have been done 
by applying the Neutrality Act. But the aid which China was 
receiving was not wholly of a negative character. The United 
States Treasury was purchasing her silver at an average rate 
unofficially estimated at $10,000,000 a month, and the trans- 
actions aided her in obtaining war supplies. A loan of $25,000,- 
000, obtained near the end of the year from an agency of the 
United States government, was not consistent with a policy of 
strict impartiality, but it met with popular approval both in 
the United States and in Great Britain.*® On the other hand, 
press reports that Japan was seeking a credit from private 
sources for the purchase of machinery in the United States 
caused considerable excitement in Washington with much 
unfavorable comment from members of Congress, and evoked 
informal intimations from Administration spokesmen that the 
extension of credits to Japan for such a purpose would not be 
regarded with favor. 

After the bombings of Canton in May and June numerous 
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peace organizations launched a vigorous campaign for an em- 
bargo on the export of war materials of every kind to Japan. 
Religious bodies, including the General Assembly of the Pres- 
byterian Church and the Executive Committee of the Federal 
Council of Churches of Christ in America, denounced the at- 
tacks on civilian populations and appealed to the government 
to stop the shipment of essential war materials to aggressor 
nations.’ During a single week 124 separate organizations re- 
quested the Department of State to put a stop to the export of 
war materials to Japan, even though under the law such restric- 
tions would have applied equally to China and would have re- 
acted against her interests. There can be no doubt that in some 
instances pleas for an embargo were prompted not by a desire to 
check aggression but in the hope of obtaining thereby the 
greatest possible degree of insulation from Far Eastern troubles. 

Japan, in fact, was making smaller purchases of arms, ammu- 
nition and implements of war in the United States than was 
China. Licenses issued by the National Munitions Control 
Board from April 30, 1937, to June 30, 1938, for the export of 
such materials to Japan, amounted to $9,384,000, compared 
with $13,795,000 for China. During the second half of 1938 
the Department of State by moral suasion practically ended the 
sale of American-built airplanes to Japan." Nevertheless, she 
was buying in this country large quantities of raw materials 
necessary for the prosecution of the war, while China’s pur- 
chases of such goods were relatively unimportant. Japan without 
doubt would have been severely handicapped if she had not 
been able to obtain machinery, machine tools, motor vehicles, 
petroleum, gasoline and lubricating oils from the United States. 
Friends of China, therefore, pointed to the inconsistencies of 
Washington’s Far Eastern policy when official statements con- 
demned Japan’s course in China and official non-action per- 
mitted the export of war materials which made possible the ag- 
gression so pointedly denounced. In Congress Senator Pope 
cited data showing that 54 per cent of Japan’s recent imports 
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of war materials had been obtained from the United States, and 
he asserted that American exporters had probably supplied half 
the gas and oil used in bombing Canton.” 

Peace societies in the United States were calling not only for 
an embargo on exports of war supplies to Japan but also for a 
strengthening of the unofficial boycott of Japanese goods. On 
this issue public opinion was divided. Senator Borah, for ex- 
ample, declared that boycotts were likely to lead to grave con- 
sequences and charged that some of the propaganda conducted 
“in the name of patriotism’ was promoted by private interests 
for business reasons.** Hosiery manufacturers denounced the 
campaign against Japanese silk as more of a blow to Amer- 
ican industry than to Japan. In spite of these criticisms the drive 
against commercial relations with Japan continued. On January 
I, 1938, an ambitious plan had been launched for a world boy- 
cott of Japan by trade unions and codperatives. It had been 
formulated at a meeting in London attended by representatives 
of various organizations in fifteen countries, including the 
United States. In the same month the International Federation 
of Trade Unions and the Socialist International at a joint meet- 
ing in Belgium went on record in favor of financial and eco- 
nomic non-intercourse. The drastic proposals of these organi- 
zations were rejected by the Executive Council of the American 
Federation of Labor. The Council, however, repeated its en- 
dorsement of such measures of boycott as the Federation had 
already approved. The Federation also declined to send a rep- 
resentative to a world boycott conference scheduled to meet in 
London in February, and President Green stated that while 
American labor would avoid the use of Japanese goods and 
services, it would oppose any action which might involve the 
United States in conflict. Meanwhile, in the United States the 
Committee for a Boycott against Japanese Aggression intensi- 
fied its campaign. To what extent such activities checked the use 
of Japanese goods and increased the strain on the Japanese 
economy cannot be ascertained, but there is no indication that 
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Japan was in any way deterred by these tactics from her pur- 
poses and plans in China. 


10. The Far East and the League 


The efforts of the League in 1937 to deal with the Far Eastern 
situation had resulted in the Brussels Conference, from which 
issued nothing more effective than a report of its activities and 
a declaration of general principles.” At a meeting of the Coun- 
cil on February 2, 1938, a resolution was adopted calling atten- 
tion to the action of the League in 1937 and urging the members 
to examine, in consultation with other interested powers, the 
feasibility of any further step toward a just settlement of the 
Far Eastern conflict. What could be accomplished would pre- 
sumably depend upon the degree of concurrence which might 
be obtained from the United States. The Chinese delegate, Dr. 
V. K. Wellington Koo, declared that the resolution was inade- 
quate and though casting his vote for it reserved China’s right 
to request the League to adopt more positive measures. 

At the Council meeting in May he pointed out that the reso- 
lutions previously adopted were still unfulfilled and insisted 
that they be effectively implemented. At the same time he 
accused the Japanese of using poison gas and preparing to em- 
ploy it on a still more extensive scale. The most that he could 
obtain, however, was an expression of the League members’ 
determination to place no obstacles in the way of China’s de- 
fense and a new resolution urging members to do their utmost 
to give effect to the earlier ones and also to give “sympathetic 
consideration” to any request from the Chinese government in 
conformity with these resolutions. With regard to poison gases, 
the use of which Japan now denied, the Council merely called 
attention to the fact that such use was condemned by interna- 
tional law and could not fail to meet with the reprobation of 
the civilized world. League members were requested to com- 
municate to the Geneva headquarters any information they 
might have on this subject.” 


6 The United States in World Affairs, 1937, 226-230. 
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In June the Chinese government made another appeal to the 
League, urging that measures be taken to stop the bombing of 
civilian populations. It did not request a League meeting for 
this purpose, but asked that a note be sent to all members and to 
the Far Eastern Advisory Committee, on which the United States 
was represented. Finally, at the meeting of the Assembly in 
September, the Chinese government requested the immediate 
invocation of Article XVII of the Covenant. Dr. Koo again re- 
minded the members that previous resolutions adopted by the 
League had remained unexecuted and again urged that they be 
put into effect, proposing an embargo on the shipment of arms, 
ammunition, airplanes, oil and raw materials to Japan and the 
withholding of credits to Japan while extending financial and 
material aid to China. He also asked for an effective ban on the 
use of poison gas and on the bombing of undefended towns and 
non-combatant populations. 

On September 19 the League Council invited Japan to assume 
the obligations of League membership under Article XVII for 
the purpose of settling the “dispute,” but the Japanese gov- 
ernment declined the invitation on the ground that the means 
provided in the Covenant were inadequate to the situation. 
Under papagraph 3 of Article XVII, the refusal of Japan to 
accept the obligations of membership brought Article XVI au- 
tomatically into operation against her, and under this article 
she was “deemed to have committed an act of war against all 
other members of the League” and they were obligated to sub- 
ject her to economic sanctions; that is, ‘to the severance of all 
trade or financial relations . . .” This drastic penalty, however, 
did not go into effect, inasmuch as a number of League mem- 
bers had already declared that they intended to regard their 
obligations under Article XVI as optional. Nevertheless these 
obligations were still technically binding until the Council on 
September 30 declared that League members might “adopt indi- 
vidually the measures provided for in Article XVI,” since the 
necessary elements of collective codperation were missing. The 
report also gave assurances that China was entitled to the sym- 
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pathy and aid of League members, who were required to con- 
sider how far they might individually extend aid to her.® 

This decision to apply ‘‘optional sanctions” was clearly a face- 
saving method to avoid concerted and mandatory action. In 
Tokyo, strangely enough, it was regarded as something of an 
affront, and the Foreign Office was quick to point out that the 
League by authorizing sanctions had recognized the existence 
of a state of war between China and Japan, even while League 
members were demanding consideration of their rights and 
interests in China on the ground that no war existed. The state- 
ment also carried a warning that “should any country resort to 
measures of sanctions against Japan in accordance with the 
League declaration, the Japanese government would be ready 
to adopt counter-measures.” Since her withdrawal from the 
League Japan had continued to codperate with its social and 
technical activities, but she now charged that even in this sphere 
Geneva had gone outside its proper province and had persisted 
in “slandering at every turn Japan’s action toward China.” The 
Tokyo government was evidently referring to recent accusations 
made by the United States delegate and other members of the 
League’s Opium Advisory Committee that the Japanese army 
was encouraging opium traffic in China in order to undermine 
the strength and the morals of the people.® Following the 
authorization of “optional sanctions” at Geneva, the Japanese 
government broke off all relations with the technical organiza- 
tions of the League. It even ignored the session of the Mandates 
Commission, although continuing to hold a mandate over for- 
mer German possessions in the Pacific. Meanwhile, in spite of 
the authorization from Geneva, no League member showed the 
slightest desire to avail itself of the opportunity to apply indi- 
vidual sanctions against Japan. 


11. Japanese-Russian Relations 


For a brief period during July and August the war between 
China and Japan seemed about to be overshadowed by hostili- 
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®9 Cf. New York Times, June 2, 1938. 








328 THE UNITED STATES IN WORLD AFFAIRS 


ties between Japan and Soviet Russia. Trouble had been brewing 
along the Siberian-Manchurian border for some half dozen 
years. In 1937 there was fighting on the Amur River, but the 
dispute was quickly adjusted through the conciliatory attitude 
of Moscow. The Soviet government at that time was deeply en- 
grossed with the “liquidation” of alleged Trotskyist influences 
within the Communist inner temple and it evidently did not 
wish to risk a conflict with another great power.” In 1938 the 
situation had changed. Russia was apparently in better shape, 
and Japan was in more than a peck of trouble. This time the 
usual summer eruption occurred when the local commanders of 
the Russian and the Japanese and Manchurian border forces 
contested the right to occupy the heights of Changkufeng, a 
small but strategically important area at a point where the 
boundaries of Siberia, Manchuria and Korea meet. The Russians 
took possession of Changkufeng in mid-July, and near the end 
of the month they were attacked and driven from this position 
by Japanese and Manchurian forces. They later counter-attacked 
and regained the heights. Serious fighting followed for about 
ten days, involving large bodies of troops well equipped with 
artillery, machine guns, tanks and airplanes. There were sev- 
eral hundred casualties on each side. Detailed reports of the 
hostilities were conflicting, with each side accusing the other 
of fomenting the trouble, and each claiming military victories 
which the other promptly denied. At the height of the conflict 
the larger Japanese cities were darkened at night either because 
of real fear of air raids or in order to accustom the people to war 
conditions. 

Japan, with her hands already full in China, got no encourage- 
ment during this new embroilment from either Germany or 
Italy. Her partners in the anti-Comintern pact had no desire at 
this time to become involved with the Soviet Union. Germany 
was fully occupied with problems of the Sudetenland, and she 
knew that trouble with the Russians would encourage resistance 
to her program in Central Europe. While the German and 
Italian press, therefore, railed at Russian aggression and ap- 
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plauded Japanese courage, the Foreign Offices counseled mod- 
eration.” 

Japan could not wage war successfully against both Russia 
and China, and on August 10 an agreement was reached at 
Moscow for a cessation of hostilities on the following day at 
noon, with each side retaining the positions already occupied 
pending the demarcation of the border by a joint commission. 
No progress was recorded during the remainder of the year 
toward the fixing of the boundary; but on this occasion, unlike 
the Amur incident of the year before, the Russians held their 
ground and it was the Japanese who yielded. The tables had 
been turned. Japan had lost prestige and had found in Germany 
and Italy a very uncertain help in time of trouble, while Soviet 
Russia had shown a new spirit and a purpose to keep her fron- 
tiers inviolate. 


12. The Far East After Munich 


The Munich Accord had immediate effects in the Far East. 
Tokyo was quick to perceive that if Great Britain was unwilling 
to face Hitler in defense of Czechoslovakia she would not be 
likely to risk a war in East Asia. There was no need, then, to 
fear the roar of the British lion from Hong Kong, and the ship- 
ment of munitions through that port to the Chinese forces could 
be blocked at once by capturing Canton and cutting the railway 
lines leading from that city into the interior. On the day of the 
Munich Accord Foreign Minister Ugaki of Japan, a moderate, 
who had opposed the army in its efforts to deprive his office of 
any jurisdiction over matters affecting China, retired from the 
Cabinet, and the military group had a clear field. On October 
12, less than a fortnight after Munich, a new expeditionary 
force of 30,000 Japanese was landed within twenty miles of 
Hong Kong and began its advance on Canton, one hundred 
miles distant. Although the line of march was through a terri- 
tory which might have been easily defended, the troops met 
with practically no resistance, and nine days after landing they 
entered Canton. A considerable Chinese force stationed there 
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had decided to withdraw before the arrival of the invaders, but 
as it did so it wrecked bridges, power plants, public buildings 
and other structures which might prove useful to the enemy. 

The fall of Canton almost segregated the Chinese national 
government from the Western World and greatly handicapped 
its further resistance to the Japanese. On October 26, five days 
after this success, Japanese troops also entered the capital city 
of Hankow, only to find it in flames and being rapidly reduced 
to “scorched earth.” The Chinese forces and government off- 
cials had withdrawn, and the seat of government was trans- 
ferred to Chungking, about 800 miles farther up the Yangtze. 
There, two days after the fall of the old capital, General Chiang 
Kai-shek, in a message to the National Peoples Political Council, 
declared that the struggle would go on and added that the 
farther the Japanese were lured westward, the easier would be 
their defeat.” Shortly afterward the Council affirmed its faith 
in the General and appealed to the people to keep up the fight- 
ing with no thought of surrender. 

On December 22 Premier Konoye restated the terms on which 
Japan was ready to make peace with China. They were more 
comprehensive and in a few particulars less drastic than those 
published at the beginning of the year, and cailed for (1) rec- 
ognition of “Manchukuo”; (2) adherence to the anti-Comin- 
tern pact; (3) consent to the stationing of Japanese troops at 
specified points as an anti-Communist measure and the designa- 
tion of Inner Mongolia as a special anti-Communist area; (4) 
freedom of residence and trade in the interior for the Japanese; 
(5) facilities for the development by Japan of China’s natural 
resources, especially in North China and Inner Mongolia. The 
demand for war indemnities was now dropped, and this conces- 
sion, along with an implied promise to abolish extraterrito- 
riality, was evidently intended to make the terms more ac- 
ceptable to China’s political leaders and to wean them, if 
possible, from General Chiang Kai-shek and from any associa- 
tion with the Soviet Union. On the other hand, it was impossible 
to square a pledge to respect the sovereignty of China with a 
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simultaneous demand for the maintenance of Japanese garrisons 
in that country. Nor did the demand for special facilities for the 
development of China’s natural resources indicate any special 
regard for the Open Door, in spite of a reiterated pledge to 
respect the interests of third powers. The pledge was rendered 
still more equivocal by its explicit limitation to those powers 
“who grasp the meaning of the new East Asia and are willing 
to act accordingly.” 

While the Japanese press lauded the new peace terms as 
“magnanimous, tolerant and generous,” the Chinese govern- 
ment denounced them as a “disguised attempt at the political 
dismemberment of China,” and a “comprehensive scheme for 
economic penetration.” And the Chinese Ambassador in Wash- 
ington made public a telegram from Chungking quoting Gen- 
eral Chiang Kai-shek as saying that the proffer of such terms 
gave the people a deeper understanding of Japan’s designs and 
“further solidified their determination to fight to a finish with- 
out surrender or compromise.””™* 


13. A “New Order” in East Asia 


In the occupied areas the Japanese military leaders proceeded 
to ignore the policy of the Open Door and to encroach in vari- 
ous ways upon the rights of United States citizens. On May 31 
the Department of State made a strong protest to Tokyo against 
the continued exclusion of American business men from their 
places of business and missionaries from their institutions in 
areas where, as in Shanghai, hostilities had long ceased and 
where Japanese nationals had been permitted to resume their 
normal work. Specific instances of such discrimination were 
cited.’® In North China the Japanese were reported to be virtu- 
ally monopolizing the natural resources of the country, with 
foreign traders, except a few Germans, excluded from dealings 
in wool, skins, coal and other raw materials. The Japanese au- 
thorities seemed determined to employ here the same methods 


73 Text of declaration in Times (London), New York Times, December 23, 
1938. 

4 New York Herald Tribune, December 28, 1938. 

™ Department of State, Press Releases, XVIII, 635-637, June 4, 1938. 
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which they had used in exploiting Manchuria. When Japanese 
occupation was extended to Central and South China, the same 
policy was pursued there. As a result of the fighting, American 
citizens had already sustained heavy losses through property 
damage and the depreciation of their investments, and these 
losses were accentuated by the restrictions imposed by the 
Japanese military. A large number of American companies 
doing an export business with China had found it necessary or 
prudent to withdraw from this field. The Japanese were accused 
of resorting to many devices which resulted in discrimination 
against the trade of other nations. Their boats were operating 
on inland waterways with full cargoes, while boats of other 
nationalities were detained. United States shipping companies 
complained of the difficulty of obtaining wharfage facilities, 
and even when their vessels were docked there were delays in 
obtaining labor to unload them.*® 

In August a group of Americans in Shanghai made a direct 
appeal to the Japanese authorities to restore normal conditions 
in the International Settlement by the removal of prohibitions 
on the use of American-owned properties and discontinuing the 
censorship of mails and cables.” On September 2 the American 
Chamber of Commerce and the American Community Commit- 
tee, representing the commercial, religious and educational ac- 
tivities of Americans in China, sent a cable dispatch to Secretary 
Hull directing his attention to Japanese infringements of their 
rights and urging the United States government to take a firm 
stand for the protection of these interests.” 

On October 6 Mr. Hull sent another note to Tokyo enumerat- 
ing a number of practices, including currency manipulation, 
trade controls, tariffs and monopolies, which he regarded as 
contravening the rights of Americans in China. Characterizing 
these practices as “unlawful interference” and “unwarranted 
restrictions,’ the note stated that such a policy clearly indicated 


76 Cf. speech by Walter Kelly, President of Muller, Phipps (China) Ltd., 
before the Export Managers Club in New York, New York Times, September 
28, 1938. 

77 New York Herald Tribune, August 24, 1938. 

78 Text in New York Herald Tribune, New York Times, September 3, 1938. 
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a purpose “to establish in areas which have come under Jap- 
anese military occupation general preference for, and superior- 
ity of, Japanese interests, an inevitable effect of which will be 
to frustrate the practical application of the principle of the 
Open Door and deprive American nationals of equal oppor- 
tunity.” The Tokyo government was asked pointedly to imple- 
ment its recent assurances with respect to the maintenance of 
the Open Door by prompt and effective measures for the dis- 
continuance of the discriminatory practices. 

Following the receipt of the American note in Tokyo, the 
Japanese newspaper Asahi, an independent and liberal journal 
of large circulation, stated that the occupation of Canton and 
Hankow had completely changed the Far Eastern situation from 
what it was when the Nine Power Treaty was negotiated in 
1922, and that the insistence of the United States upon the ob- 
servance of this pact and the maintenance of the Open Door 
was unsuitable to the new status.*® A spokesman for the Japa- 
nese Foreign Office likewise expressed the opinion that the 
treaty was no longer fully applicable and needed modification. 

On November 3, the birthday of the late Emperor Meiji, the 
Japanese government issued a statement drafted jointly by the 
Ministries of War, Navy and Foreign Affairs, with the sanction 
of the Emperor, and proclaiming Japan’s purpose to establish 
a new order in East Asia—a complete political, economic and 
cultural codrdination of China and ‘‘Manchukuo” with the 
Japanese system. Other powers would be expected to “adapt 
their attitude to the new conditions prevailing in East Asia.’’** 
At a press conference on the following day Secretary Hull stated 
that the position of the United States with regard to the Far 
Eastern situation had been “repeatedly declared, and this posi- 
tion remains unchanged.’’*? On November 9 the British govern- 
ment made it known that it had also presented a formal protest 
to Tokyo, and that it stood squarely with the United States in 

7° Department of State, Press Releases, XIX, 283-286, October 29, 1938. The 
note was not made public until three weeks after its delivery to Japan. 

®° Quoted in New York Times, October 28, 1938. 


81 Text in New York Times, New York Herald Tribune, November 3, 1938. 
*2 Department of State, Press Releases, XIX, 312-313, November 5, 1938. 
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support of the Washington treaties and other agreements and 
would recognize no alteration brought about by unilateral 
action.** 

On November 18 the Japanese government replied to the 
United States note of October 6. It made a general denial of 
discrimination against other countries and insisted that par- 
ticipation by other powers in the reconstruction of China would 
be welcome. Any inconvenience suffered by American citizens 
was due, it said, to necessary military operations and measures 
for preserving peace and order, and there was every intention of 
restoring normal conditions as rapidly as circumstances per- 
mitted. Furthermore, the necessary restrictive measures were 
imposed on foreign residents and Japanese subjects alike. Along 
with these assurances, however, the note delivered a thrust at 
the United States with the observation that Japan would reserve 
for another occasion a statement of her views concerning the 
treatment of Japanese in United States territory. It reaffirmed 
the purpose of Japan to establish a new order “based on genu- 
ine international justice throughout East Asia,” and further 
observed that “‘any attempt to apply to the conditions of today 
and tomorrow inapplicable ideas and principles of the past 
would neither contribute toward the establishment of a real 
peace in East Asia nor solve the immediate issue.’”“* At a press 
conference on November 22 Secretary Hull characterized this 
reply as ‘‘not responsive” to the position which his government 
had consistently upheld throughout its history in defending 
American rights and interests. 

On December 19 Foreign Minister Arita undertook to clarify 
the aims of Japan in a carefully prepared statement submitted to 
the foreign correspondents in Tokyo. He described the forma- 
tion of the Japanese-Manchurian-Chinese bloc as a politically 
necessary measure of defense against Communism and an eco- 
nomically necessary measure of self-preservation in a world 
continually erecting higher tariff walls and employing economic 
devices for political ends. While the new order signified the 


83 New York Times, November 10, 1935 
4 Department of State, Press Releases, XIX, 350-353, November 19, 1938. 
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solidarity of East Asia, all three countries would maintain their 
independence and individuality. Although the new régime 
would not aim “at excluding European and American economic 
activities from East Asia,” the requirements of national defense 
and of economic security might make it necessary to impose 
certain restrictions on the economic activities of third powers. 
The Nine Power Treaty, Mr. Arita said, was still valid, but 
certain of its principles were no longer applicable.** 

On the last day of the year the Department of State presented 
Tokyo with a detailed reply to the note of November 18.** It 
again insisted that Japan’s policy in China tended increasingly 
to place her nationals in a preferred position and was conse- 
quently discriminatory in its effect upon the legitimate interests 
of American citizens. Declaring that this discrimination was in 
violation of treaties between the United States and other powers, 
including both China and Japan, the note said somewhat bluntly, 
“The people and the government of the United States cannot 
assent to the abrogation of any of this country’s rights or obliga- 
tions by arbitrary action of agents or authorities of any other 
country.” Nevertheless, it continued, the government of the 
United States had always regarded agreements as susceptible 
of alteration, provided that the changes were made by orderly 
processes of negotiation and agreement, and it was willing to 
discuss changes at any time with the representatives of those . 
powers, including China and Japan, whose interests were 
involved. 

Thus the year ended, with Washington sounding a note in 
behalf of law, order and decency in international conduct, and 
proclaiming the sanctity of treaties while not holding them 
sacred beyond amendment. Washington was merely reaffirming 
its determination to conduct its foreign business in accordance 
with the old moralities; but in a world where undeclared wars 
were being fought—war without battles in Europe, and war 
with battles in Asia—one could only wonder whether such pro- 
nouncements would still have weight in the final settlement. 


®5 Text in New York Times, December 20, 1938. 
“6 For text cf. Appendix VIII. 
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APPENDIX I 


RELATIONS WITH GERMANY 


(a) STATEMENT BY SECRETARY HULL ON UNITED STATES POLICY 
REGARDING AUSTRIA, MARCH 19, 1938 


On March 17, 1938, the Minister of the Republic of Austria, Mr. 
Edgar L. G. Prochnik, informed the Department of State that, as a 
result of the developments which have occurred in Austria, that country 
has ceased to exist as an independent nation and has been incorporated 
in the German Reich; that therefore the Austrian mission to this 
country, of which he has been the head, has been abolished ; and that the 
affairs of the mission have been taken over by the Embassy of Germany. 
The German Ambassador has informed the Department of State that he 
has assumed the functions hitherto performed by the Minister of 
Austria. 

The events pertaining to the changes which have taken place in the 
status of the Austrian Republic will necessitate, on the part of the 
Government of the United States, a number of technical steps, which are 
now being given appropriate consideration. 

Source: Department of State, Press Releases, XVIII, 375, March 19, 1938. 


(4) PRESIDENT ROOSEVELT’S APPEAL TO CHANCELLOR HITLER AND 
PRESIDENT BENES, SEPTEMBER 26, 1938 


The fabric of peace on the continent of Europe, if not throughout 
the rest of the world, is in immediate danger. The consequences of its 
rupture are incalculable. Should hostilities break out the lives of mil- 
lions of men, women and children in every country involved will most 
certainly be lost under circumstances of unspeakable horror. 

The economic system of every country involved is certain to be 
shattered. The social structure of every country involved may well be 
completely wrecked. 

The United States has no political entanglements. It is caught in no 
mesh of hatred. Elements of all Europe have formed its civilization. 

The supreme desire of the American people is to live in peace. But 
in the event of a general war they face the fact that no nation can escape 
some measure of the consequences of such a world catastrophe. 

The traditional policy of the United States has been the furtherance 
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of the settlement of international disputes by pacific means. It is my con- 
viction that all people under the threat of war today pray that peace may 
be made before, rather than after, war. 

It is imperative that peoples everywhere recall that every civilized 
nation of the world voluntarily assumed the solemn obligations of the 
Kellogg-Briand pact of 1928 to solve controversies only by pacific 
methods. In addition, most nations are parties to other binding treaties 
obligating them to preserve peace. Furthermore, all countries have today 
available for such peaceful solution of difficulties which may arise, 
treaties of arbitration and conciliation to which they are parties. 

Whatever may be the difference in the controversies at issue and, how- 
ever difficult of pacific settlement they may be, I am persuaded that 
there is no problem so difficult or so pressing for solution that it cannot 
be justly solved by the resort to reason rather than by the resort to force. 

During the present crisis the people of the United States and their 
government have earnestly hoped that the negotiations for the adjust- 
ment of the controversy which has now arisen in Europe might reach a 
successful conclusion. 

So long as these negotiations continue, so long will there remain the 
hope that reason and the spirit of equity may prevail and that the world 
may thereby escape the madness of a new resort to war. 

On behalf of the 130,000,000 of people of the United States of 
America and for the sake of humanity everywhere I most earnestly ap- 
peal to you not to break off negotiations looking to a peaceful, fair and 
constructive settlement of the questions at issue. 

I earnestly repeat that so long as negotiations continue, differences 
may be reconciled. Once they are broken off reason is banished and force 
asserts itself. 

And force produces no solution for the future good of humanity. 

FRANKLIN D, ROOSEVELT 

Source: Department of State, Press Releases, XIX, 219-220, October 1, 1938. 


(c) CHANCELLOR HITLER’s REPLY 


In your telegram received by me on September 26, Your Excellency 
addressed to me an appeal in the name of the American people, in the 
interest of the maintenance of peace not to break off the negotiations 
regarding the dispute which has arisen in Europe and to strive for a 
peaceful, honorable and constructive settlement of this question. Be 
assured that I can fully appreciate the lofty intent on which your re- 
marks are based, and that I share in every respect your opinion regarding 
the unforeseeable consequences of a European war. Precisely for this 
reason, however, I can and must refuse all responsibility of the German 
people and their leaders, if the further development, contrary to all my 
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efforts up to the present, should actually lead to the outbreak of hostili- 
ties. In order to arrive at a fair judgment regarding the Sudeten German 
problem under discussion, it is indispensable to consider the incidents, 
in which, in the last analysis, the origin of this problem and its dangers 
has its cause. In 1918 the German people laid down their arms, in the 
firm confidence that by the conclusion of peace with their enemies at 
that time the principles and ideals would be realized which had been 
solemnly announced by President Wilson and had been just as solemnly 
accepted as binding by all the belligerent powers. Never in history has 
the confidence of a people been more shamefully betrayed than it was 
then. The peace conditions imposed on the conquered nations in the 
Paris suburbs treaties have fulfilled nothing of the promises given. 
Rather have they created a political régime in Europe which made of the 
conquered nations world pariahs without rights and which must be rec- 
ognized in advance by every discerning person as untenable. 

One of the points in which the character of the dictates of 1919 was 
the most openly revealed was the founding of the Czechoslovakian 
state and the establishment of its boundaries without any consideration 
of history and nationality. The Sudetenland was also included therein, 
although this area had always been German and although its inhabit- 
ants, after the destruction of the Habsburg monarchy, had unanimously 
declared their desire for annexation to the German Reich. Thus the right 
of self-determination, which had been proclaimed by President Wilson 
as the most important basis of national life, was simply denied to the 
Sudeten Germans. But that was not enough. In the treaties of 1919 cer- 
tain obligations with regard to the German people which, according 
to the text, were far reaching, were imposed on the Czechoslovak state. 
These obligations also were disregarded from the first. The League of 
Nations has completely failed to guarantee the fulfillment of these 
obligations in connection with the task assigned to it. 

Since then the Sudetenland has been engaged in the severest struggle 
for the maintenance of its Germanism. It was a natural and inevitable 
development that after the recovery of strength by the German Reich 
and after the reunion of Austria with it, the urge of the German Sude- 
tens for maintenance of their culture and for closer union with Germany 
increased. Despite the loyal attitude of the Sudeten German party and 
its leaders, the differences with the Czechs became ever stronger. From 
day to day it became ever clearer that the government in Prague was not 
disposed really to consider seriously the most elementary rights of the 
Sudeten Germans. Rather did it attempt with ever more violent methods 
the Czechization of the Sudetenland. It was inevitable that this procedure 
would lead to ever greater and more serious tensions. The German 
Government, at first, did not intervene in any way in this development 
of things, and maintained its calm restraint, even when the Czecho- 
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slovak Government, in May of this year, proceeded to a mobilization of 
its army under the purely fictitious pretext of German troop concen- 
trations. The renunciation of military counter measures at that time in 
Germany, however, only served to strengthen the uncompromising atti- 
tude of the government in Prague. 

This has been clearly shown by the course of the negotiations of the 
Sudeten German party with the government regarding a peaceful ad- 
justment. These negotiations produced the conclusive proof that the 
Czechoslovak Government was far from thoroughly grasping the prob- 
lem of the Sudeten Germans and bringing about an equitable solution. 
Consequently, conditions in the Czechoslovak state, as is generally 
known, have in the last few weeks become utterly intolerable. Political 
persecution and economic oppression have plunged the Sudeten Ger- 
mans into extreme misery. To characterize these circumstances it is 
enough to refer to the following. There are at present 214,000 Sudeten 
German refugees who had to leave their house and home in their ances- 
tral country and flee across the German border, as they saw therein the 
last and only possibility to escape from the revolting Czechoslovak régime 
of violence and bloodiest terror. 

Countless dead, thousands of injured, ten thousands of persons ar- 
rested and imprisoned, desolated villages, are the accusing witnesses 
before world opinion of an outbreak of hostilities carried out for a long 
time by the Prague Government, which you in your telegram rightly fear. 
Entirely aside from the German economic life in the Sudeten German 
territory, for twenty years systematically destroyed by the Czech Gov- 
ernment, which already shows all the signs of ruin which you anticipate 
as the result of an outbreak of war, these are the facts which compelled 
me in my Nuremberg speech on September 12 to state before the whole 
world that the deprivation of rights of the three and one-half millions 
of Germans in Czechoslovakia must be stopped and that these people, 
if they of themselves cannot find justice and help, must receive both 
from the German Reich. However, to make a last attempt, to reach the 
goal in a peaceful way, I made concrete proposals for the solution of 
the problem in a memorandum delivered on September 23 to the British 
Premier, which, in the meantime, has been made public. 

Since the Czechoslovak Government had previously declared itself 
already to be in agreement with the British and French Governments 
that the Sudeten German settlement area would be separated from the 
Czechoslovak state and joined to the German Reich, the proposals of 
the German memorandum contemplate nothing else than to bring about 
a prompt and equitable fulfillment of that Czechoslovak promise. It is 
my conviction that you, Mr. President, when you realize the whole de- 
velopment of the Sudeten German problem from its inception to the 
present day, will recognize that the German Government has truly not 
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been lacking, either in patience or a sincere desire for a peaceful under- 
standing. It is not Germany who is to.blame for the fact that there is 
any Sudeten German problem at all, and that the present unjustifiable 
circumstances have arisen from it. The terrible fate of the people af- 
fected by the problem no longer admits of a further postponement of its 
solution. The possibilities of arriving at a just settlement by agreement 
are therefore exhausted with the proposals of the German memorandum. 
It does not rest with the German Government, but with the Czecho- 
slovak Government alone, to decide whether it wants peace or war. 


ADOLPH HITLER 
Source: Department of State, Press Releases, XIX, 221-223, October 1, 1938. 


(2) PRESIDENT ROOSEVELT’s SECOND APPEAL TO 
CHANCELLOR HITLER, SEPTEMBER 27, 1938 


I desire to acknowledge Your Excellency’s reply to my telegram of 
September 26. I was confident that you would coincide in the opinion I 
expressed regarding the unforeseeable consequences and the incalculable 
disaster which would result to the entire world from the outbreak of a 
European war. The question before the world today, Mr. Chancellor, is 
not the question of errors of judgment or of injustices committed in the 
past. It is the question of the fate of the world today and tomorrow. The 
world asks of us who at this moment are heads of the nations the su- 
preme capacity to achieve the destinies of nations without forcing upon 
them as a price the mutilation and death of millions of citizens. Resort 
to force in the Great War failed to bring tranquillity. Victory and defeat 
were alike sterile. That lesson the world should have learned. For that 
reason above all others I addressed on September 26 my appeal to Your 
Excellency and to the President of Czechoslovakia and to the Prime 
Ministers of Great Britain <nd of France. The two points I sought to 
emphasize were, first, that all matters of difference between the German 
government and the Czechoslovak government could and should be 
settled by pacific methods; and, second, that the threatened alternative 
of the use of force on a scale likely to result in a general war is as un- 
necessary as it is unjustifiable. It is, therefore, supremely important that 
negotiations should continue without interruption until a fair and con- 
structive solution is reached. 

My conviction on these two points is deepened because responsible 
statesmen have officially stated that an agreement in principle has al- 
ready been reached between the government of the German Reich and 
the government of Czechoslovakia, although the precise time, method 
and detail of carrying out that agreement remain at issue. 

Whatever existing differences may be, and whatever their merits may 
be—and upon them I do not and need not undertake to pass—my appeal 
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was solely that negotiations be continued until a peaceful settlement is 
found, and that thereby a resort to force be avoided. 

Present negotiations still stand open. They can be continued if you 
will give the word. Should the need for supplementing them become 
evident, nothing stands in the way of widening their scope into a con- 
ference of all nations directly interested in the present controversy. 
Such a meeting to be held immediately—in some neutral spot in 
Europe—would offer the opportunity for this and correlated questions 
to be solved in a spirit of justice, of fair dealing, and, in all human 
probability, with greater permanence. 

In my considered judgment, and in the light of the experience of this 
century, continued negotiations remain the only way, by which the im- 
mediate problem can be disposed of upon any lasting basis. 

Should you agree to a solution in this peaceful manner I am con- 
vinced that hundreds of millions throughout the world would recognize 
your action as an outstanding historic service to all humanity. 

Allow me to state my unqualified conviction that history, and the 
souls of every man, woman and child whose lives will be lost in the 
threatened war will hold us and all of us accountable should we omit 
any appeal for its prevention. 

The government of the United States has no political involvements in 
Europe, and will assume no obligations in the conduct of the present 
negotiations. Yet in our own right we recognize our responsibilities as a 
part of a world of neighbors. 

The conscience and the impelling desire of the people of my country 
demand that the voice of their government be raised again and yet again 
to avert and to avoid war. 

FRANKLIN D. ROOSEVELT 


Source: Department of State, Press Releases, XIX, 224, October 1, 1938. 


(e) A NoTE ON UN-AMERICAN ACTIVITIES 
1. Agencies for Foreign Propaganda 


Increasing complaint of propaganda and in-boring by foreign agen- 
cies in the United States led the House of Representatives on May 26, 
1938, to adopt a resolution introduced by Representative Martin Dies, 
of Texas, calling for the appointment of a special committee to investi- 
gate un-American activities. A committee of seven members of the 
House was appointed, with Representative Dies as Chairman. It was 
supplied with ample funds and full power to inquire into the extent, 
character and objectives of un-American propaganda and the means of 
its diffusion by foreign or domestic agencies. 

The committee began its work on August 12. Its activities, especially 
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in the early stages, exhibited the ineptness and the desire for sensational- 
ism and front-page newspaper publicity which had characterized many 
other Congressional investigations. Enjoying immunity from legal re- 
sponsibility for any statements or insinuations by witnesses also hungry 
for public attention, the committee showed little concern for protecting 
the reputations of eminently respectable citizens. Not even Cabinet ofh- 
cers were spared, and stories of Nazi, Fascist and Communist intrigue, 
reaching from Berlin and Moscow straight into government depart- 
ments in Washington, overtaxed all credulity. In the mass of heterogene- 
ous testimony, however, there were some kernels of truth deserving 
official and public attention. 

The first phase of the investigation covered the activities of the Ger- 
man-American Bund and other pro-Nazi and pro-Fascist organizations. 
There was nothing in the evidence to show that these groups were 
exerting any influence on government agencies. Of these organizations 
the German-American Bund was the most important. Its leaders claimed 
that it represented a “purely social movement which has no other pur- 
pose than preserving the identity of the German-American.” Its critics, 
however, insisted that it represented a German minority giving prime 
allegiance to the Nazi régime overseas and working actively to stir up 
racial dissension and internal disunion within the United States. Undis- 
puted testimony revealed the Bund as a group of uniformed, marching, 
Nazi-saluting, flag-waving, “heiling’” orga:1izations, at whose gatherings 
there were usually speeches punctuated by “heils’’ from the audience 
and devoted mainly to attacks on Jews and Communists and to the 
praise of German ideals. There were also summer camps for young peo- 
ple at which only the German language was permitted, and boys and 
girls were taught German songs and history. 

With regard to Communist activities, the evidence of in-boring was 
more specific. Credible witnesses testified concerning the foothold 
gained by Communists in certain labor unions and among the unem- 
ployed. Several members of college faculties told the committee that 
Communist party workers had enrolled as students in order to conduct 
their propaganda in educational institutions and had created a spirit of 
unrest and suspicion which was undermining academic authority. It was 
also charged that some of the PWA professional projects had fallen 
under Communist domination and that the Federal Theatre project had 
been employed at times as an organ of propaganda. The attitude of the 
Administration toward the investigation soon developed into undis- 
guised hostility because of the committee’s charges and insinuations 
against officials high in the President's counsels. The Chairman fought 
back and incidentally obtained additional publicity because of this oppo- 
sition. 
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2. Es ptona ge 


While the Washington Administration was visibly annoyed by cer- 
tain operations of the Dies Committee, it was itself intensely aroused 
when confronted with the fact of widespread German espionage in the 
country. The federal authorities learned almost by accident that for three 
years the Nazi government had been conducting spying activities in the 
United States with little or no interference on their part. In New York 
City a Federal Grand Jury indicted eighteen persons for espionage, and 
several high officials of the German government were included in the 
list. The discovery of the “‘spy ring’”’ was publicized with full weight of 
authority from Washington. The Administration may have had more 
than one motive in mind in pursuing this course. It wished to warn the 
nation of serious dangers from enemies within its gates and it may also 
have been seeking to rally public opinion against Nazism and Fascism 
not only in the United States but in all the American republics. 

All but four of the eighteen persons indicted in New York for espio- 
nage escaped from the country before their arrest. The four who were 
brought to trial were convicted and received prison sentences. The dis- 
closures at their trial did not reveal a very effective or far-reaching sys- 
tem, and there was no evidence that the operatives had gained access to 
vital secrets. Two Germans were also convicted at Cristobal, in the 
Panama Canal Zone, on December 14, 1938, for unlawfully obtaining 
photographs of the canal defenses. Before 1935 there was little spying 
in the United States, possibly because the preparations for defense were 
widely publicized instead of being kept secret as in many European 
countries. It was only after the United States began to lay plans for 
large-scale rearmament that spying became a problem. 

On October 7 President Roosevelt told newspapermen that at the next 
Congress he would propose that the federal government undertake 
counter-espionage activities or spying on the spies, and provide for the 
codrdination of all anti-spy activities. Hitherto the apprehension of spies 
had been conducted independently by three different government de- 
partments. The United States government at this time had no paid in- 
formers. According to President Roosevelt, the under-cover work of 
foreign agents was a much greater menace to the country’s plans for 
national defense than all the propaganda of foreign governments. He 
announced that the status of unnaturalized foreign-born workers in 
plants supplying military equipment was being closely examined. 


Sources: Hearings Before a Special Committee on Un-American Activities, 
House of Representatives, Seventy-fifth Congress, Third Session, on House Reso- 
lution 282, I, 1-68, 208, 278, 326, 378-390, 450, 775 ff., 944-973; Propaganda 
Analysis, Institute for Propaganda Analysis, Inc., I], January 1, 1939; New York 
Times, February 27, June 21, 22, October 8, December 3, 8, 10, 13, 14, 1938; 
New York Herald Tribune, December 3, 30, 1938. 
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APPENDIX II 


POLITICAL AND RELIGIOUS REFUGEES 


(a) PRESIDENT ROOSEVELT’S STATEMENT CONCERNING 
JEWISH PERSECUTION IN GERMANY 


The news of the past few days from Germany has deeply shocked 
public opinion in the United States. Such news from any part of the 
world would inevitably produce a similar profound reaction among 
American people in every part of the nation. 

I myself could scarcely believe that such things could occur in a 
twentieth-century civilization. 

With a view to gaining a first-hand picture of the situation in Ger- 
many I asked the Secretary of State to order our Ambassador in Berlin 
to return at once for report and consultation. 

Source: White House Press Release, November 15, 1938. 


(6) UNITED STATES PROPOSAL FOR AN INTERGOVERNMENTAL 
CONFERENCE ON REFUGEES 

This government has become so impressed with the urgency of the 
problem of political refugees that it has inquired of a number of gov- 
ernments in Europe and in this hemisphere whether they would be will- 
ing to codperate in setting up a special committee for the purpose of 
facilitating the emigration from Austria and presumably from Germany 
of political refugees. Our idea is that whereas such representatives 
would be designated by the governments concerned, any financing of 
the emergency emigration referred to would be undertaken by private 
Organizations within the respective countries. Furthermore, it should be 
understood that no country would be expected or asked to receive a 
greater number of immigrants than is permitted by its existing legisla- 
tion. In making this proposal the government of the United States has 
emphasized that it in no sense intends to discourage or interfere with 
such work as is already being done on the refugee problem by any exist- 
ing international agency. It has been prompted to make its proposal 
because of the urgency of the problem with which the world is faced 
and the necessity of speedy codperative effort under governmental super- 
vision if widespread human suffering is to be averted. 


Source: Department of State, Press Releases, XVIII, 411, March 26, 1938. 
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(c) A TELEGRAM TO PREMIER MUSSOLINI ON BEHALF OF 
AMERICAN JEWS IN ITALY 


New York, October 7, 1938. 
Your Excellency: 

A congregation of the most important social leaders, professional 
men, merchants, rabbis, statesmen and illustrious leaders representing 
the Americans of Jewish faith have requested me to come to Rome and 
in their behalf plead for more lenient consideration of the Jewish prob- 
lem in Italy. The serious talk of boycotting Italy in our great City of 
New York where we live in close interdependent relationship is highly 
significant. 

Current notices in the American press show Grand Council edict 
hostile to Jewish welfare. Could you postpone execution of such drastic 
action for a reasonable time until an opportunity has been afforded me 
to appear before you and present the worthy cause before your edict may 
result in serious consequences in America? 

I am sure when all the facts are presented before you, Your Excellency 
would possibly modify the strong terms of the new edict. Am actuated 
by no purpose other than keeping unimpaired friendly contact between 
Italians and Jews in America and particularly in this greatest New 
World metropolis. Would respectfully suggest exploration for further 
channels permitting friendliness of intercourse, material and spiritual, 
to continue. 

Tolerance hitherto displayed by you has achieved wonderful results. 
Betterment of international relations makes pitiful a last-minute and 
perhaps unnecessary change. In my humble person I present strongest 
plea for leniency or else postpone taking action until I arrive. 

The millions of Italian origin here crave preservation of present 
friendly Italo-American relations. 

Awaiting reply. Regards. 

SALVATORE A. COTILLO 


Source: New York Times, October 8, 1938. 
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APPENDIX III 
NAVAL REARMAMENT 


(2) UNITED StaTEs NoTE TO JAPAN CONCERNING 
NAVAL BUILDING PROGRAM 


1. The Japanese government will be aware that under the London 
Naval Treaty of 1936 the American government is precluded from con- 
structing capital ships (i.e., vessels of more than ten thousand standard 
displacement or with a gun of more than eight inches) which exceed 
thirty five thousand tons or carry a gun of more than sixteen inches, or 
which are of less than seventeen thousand five hundred tons or carry a 
gun of less than ten inches. As regards cruisers (i.e. vessels of not more 
than ten thousand tons with guns of not more than eight inches) the 
American government is limited to a maximum of eight thousand tons 
with six inch guns. 

2. The Japanese government has unfortunately not seen its way to 
subscribing to the London Naval Treaty nor has it hitherto felt able to 
give any assurances that treaty limits would in practice be adhered to 
by it. 

3. As the Japanese government will be aware, the naval treaty gives 
the American government a right of escalation in the event of building 
not in conformity with treaty limits by a power not a party thereto. 
There have for some time been persistent and cumulative reports, which 
in the absence of explicit assurances from the Japanese government that 
they are ill-founded, must be deemed to be authentic, that Japan has 
undertaken or intends to undertake construction of capital ships and 
cruisers not in conformity with the above-mentioned limits. The Ameri- 
can government has therefore decided that it will be necessary for it to 
exercise its right of escalation unless the Japanese government can fur- 
nish the aforesaid assurances and can satisfy the American government 
that it will not, prior to January 1, 1943, lay down, complete or acquire 
any vessel which does not conform to the limits in question, without 
previously informing the American government of its intention to do so 
and of tonnage and caliber of the largest gun of the vessel or vessels 
concerned. 

4. In view of the forthcoming publication of naval estimates and 
necessity for giving other treaty powers information as to intended 
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American construction, the American government will be glad to receive 
a reply not later than February 20 next. Should no reply be received by 
that date or should the reply be lacking in the desired information and 
assurances, it will be compelled to assume that the Japanese government 
either is constructing or acquiring or has authorized the construction or 
acquisition of vessels not in conformity with the limits referred to. The 
American government would thereupon be obliged in consultation with 
the other naval powers with which it is in treaty relations to resume full 
liberty of action. If, however, the Japanese government though engaged 
in, or intending to engage in, construction not in conformity with treaty 
limits, were willing to indicate forthwith the tonnages and calibers of 
guns of the vessels which it was constructing, or was intending to con- 
struct, the American government for its part would be ready to discuss 
with the Japanese government the question of the tonnages and gun 
calibers to be adhered to in future if Japan were now prepared to agree 
to some limitation. It would however be necessary that such consultation 
should be completed by May 1. 

Source: Department of State, Press Releases, XVIII, 225-226, February 5, 1938. 


(4) JAPANESE REPLY TO UNITED STATES NOTE 
Your Excellency: 


I have the honor to acknowledge receipt of Your Excellency’s letter 
number 875 dated 5th February 1938 in which you set forth your Gov- 
ernment’s desire regarding the communication of information on the 
matter of naval construction. 

It may be recalled that at the last London Naval Conference the Japa- 
nese Government proposed, in the earnest desire to bring about a drastic 
reduction of naval armament, the total abolition of capital ships and 
aircraft-carriers, which are aggressive in their nature, and at the same 
time contended that qualitative limitation, if not accompanied by quan- 
titative limitation, would not be calculated to achieve any fair and 
equitable measure of disarmament. Unfortunately the views of the Japa- 
nese Government were not shared by your Government and the other 
governments concerned. This fundamental principle entertained by the 
Japanese Government was, as your Government will be aware, made 
clear again last year in the reply to the proposal of your Government 
regarding the limitation of gun calibers. The Japanese Government, al- 
ways prompted by the spirit of nonmenace and nonaggression, have no 
intention whatever of possessing an armament which would menace 
other countries. At this juncture, when, as a result of the nonacceptance 
by other countries of the reasonable desires of Japan in the matter of 
disarmament, there is as yet in existence no fair disarmament treaty to 
which Japan is a party, the Japanese Government are of the opinion 
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that the mere communication of information concerning the construc- 
tion of vessels will, in the absence of quantitative limitation, not con- 
tribute to any fair and equitable measure of disarmament and regret that 
they are unable to comply with the desire of your Government on this 
point. 

The Japanese Government fail to see any logical reasoning in the 
assumption on the part of your Government that this Government must 
be deemed to entertain a scheme of constructing vessels which are not 
in conformity with the limits provided in the London Naval Treaty of 
1936, from the mere fact that they do not despatch a reply giving the 
desired information; and they are of the opinion that it is a matter 
which should concern this Government if your Government, on the 
basis of whatever reason or rumor, should exercise the right of escala- 
tion provided in any treaty to which Japan is not a party. 

Your Government are good enough to intimate that, should the Japa- 
nese Government hereafter be prepared to agree to some limitation in 
respect of the tonnage of vessels and the caliber of guns, they would 
also be prepared to discuss the matter. The Japanese Government still 
holding the firm conviction that qualitative limitation, if not accom- 
panied by quantitative limitation, would by no means contribute to the 
attainment of any fair and equitable measure of disarmament, cannot 
but consider that the discussion suggested by your Government would 
not conduce in any measure to the realization of their desires concerning 
disarmament. It is to be added, however, that as the Japanese Govern- 
ment do not fall behind other governments in their ardent desire for 
disarmament, they will be ready at any moment to enter into any discus- 
sions on the matter of disarmament which give primary importance to a 
fair quantitative limitation. 


Kok! HIROTA 


Source: Department of State, Press Releases, XVIII, 255-257, February 12, 
1938. 
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(c) COMPARATIVE STRENGTH OF Five NAVAL Powers! 


British 
Empire 


Capital Ships: 
Total built at present............ 
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1 Does not include large mine layers, torpedo boats, gunboats and submarine 


chasers. For the United States light mine layers are included with destroyers. 


2 Estimated. 


Source: Bureau of Naval Operations, Navy Department, Washington, D. C. 
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APPENDIX IV 
PROBLEMS OF NEUTRALITY 


(4) LETTER OF PRESIDENT ROOSEVELT CONCERNING THE 
War REFERENDUM AMENDMENT 
January 6, 1938. 
My Dear Mr. Speaker: 

In response to your request for an expression of my views respecting 
the proposed resolution calling for a referendum vote as a prerequisite 
for a declaration of war, I must frankly state that I consider that the 
proposed amendment would be impracticable in its application and in- 
compatible with our representative form of government. 

Our Government is conducted by the people through representatives 
of their own choosing. It was with singular unanimity that the founders 
of the Republic agreed upon such free and representative form of gov- 
ernment as the only practical means of government by the people. 

Such an amendment to the Constitution as that proposed would 
cripple any President in his conduct of our foreign relations, and it 
would encourage other nations to believe that they could violate Ameri- 
can rights with impunity. 

I fully realize that the sponsors of this proposal sincerely believe that 
it would be helpful in keeping the United States out of war. I am con- 
vinced it would have the opposite effect. 

Yours very sincerely, 
FRANKLIN D. ROOSEVELT 
Source: Department of State, Press Releases, XVIII, 99, January 15, 1938. 


(6) LETTER OF SECRETARY HULL DENYING ENTANGLING ALLIANCES 


February 8, 1938. 
My Dear Senator Pittman: 

My attention has been called to Senate Resolution No. 229 introduced 
by Senator Johnson of California on January 5 (calendar February 7), 
1938, and.ordered to lie on the table. 

Under the terms of the proposed resolution the Secretary of State is 
requested, if it be not incompatible with the public interest, to advise 
the Senate in response to three inquiries. 
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For your information, and for such use as you may desire to make 
thereof, I desire to state to you very definitely that in response to point 
(a), which reads “whether or not any alliance, agreement or under- 
standing exists or is contemplated with Great Britain relating to war or 
the possibility of war,” the answer is, No; in response to point (b), 
which reads ‘‘whether or not there is any understanding or agreement, 
express or implied, for the use of the navy of the United States in con- 
junction with any other nation,” the answer is, No; with regard to point 
(c), which reads, ‘“‘whether or not there is any understanding or agree- 
ment, express or implied, with any nation, that the United States Navy, 
or any part of it, should police or patrol or be transferred to any particu- 
lar waters or any particular ocean,’’ the answer is, No. 

Sincerely yours, 
CoRDELL HULL 
Source: Department of State, Press Releases, XVIII, 251, February 12, 1938. 


(c) GOVERNMENT'S STATEMENT ON THE USE OF AMERICAN 
MUNITIONS IN THE SPANISH CiviL WAR 


Several statements have been made recently, by persons who are un- 
informed as to the facts, to the effect that bombs of American manufac- 
ture have been used in the Spanish Civil War. 

Aerial bombs are included among the arms, ammunition, and imple- 
ments of war the exportation of which to Spain has been prohibited 
since the passage of the joint resolution of Congress approved January 
8, 1937. 

Every shipment of arms, ammunition, or implements of war leaving 
the United States is subjected to the requirement that an export license 
issued by the Secretary of State be presented to the collector of customs 
before the exportation takes place. The inspection of outgoing ship- 
ments at ports of exit is such that the exportation of large and bulky 
shipments cannot be effected surreptitiously. The only licenses (except 
licenses authorizing individual shipments negligible in amount) 
which have been issued since January 8, 1937, authorizing the exporta- 
tion of any of the articles appearing under category I (5) (the category 
which includes aerial bombs) of the President’s proclamation of May 1, 
1937, have authorized shipments to China, Rumania, Netherlands In- 
dies, and the Dominican Republic. 

The Department is in receipt of no evidence whatsoever which would 
lead it to believe that any arms, ammunition, or implements of war have 
been shipped from the United States, either directly or indirectly, to 
Spain since the embargo on such exports went into effect. 


Source: Department of State, Press Releases, XVIII, 399, March 26, 1938. 
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(d) PROPOSED REPEAL OF THE SPANISH ARMS EMBARGO 
May 12, 1938. 
My Dear Senator Pittman: 


I have received your letter of May 3, 1938, enclosing a copy of S. J. 
Resolution 288 “repealing the Joint Resolution to prohibit the export 
of arms, ammunition and implements of war from the United States to 
Spain, approved January 8, 1937, and conditionally raising the embargo 
against the Government of Spain,” and requesting my comment. 

In recent years this Government has consistently pursued a course 
calculated to prevent our becoming involved in war situations. In Au- 
gust, 1936, shortly after the beginning of the civil strife in Spain, it 
became evident that several of the great powers were projecting them- 
selves into the struggle through the furnishing of arms and war mate- 
rials and other aid to the contending sides, thus creating a real danger 
of a spread of the conflict into a European war, with the possible in- 
volvement of the United States. That there was such a real danger was 
realized by every thoughtful observer the world over. Twenty-seven 
Governments of Europe took special cognizance of the fact in setting up 
a committee designed to carry out a concerted policy of non-intervention 
in the conflict. In view of all these special and unusual circumstances 
this Government declared its policy of strict non-interference in the 
struggle and at the same time announced that the export of arms from 
the United States to Spain would be contrary to such policy. 

The fundamental reason for the enactment of the Joint Resolution of 
January 8, 1937, was to accomplish this policy by legislation. This Joint 
Resolution was passed in the Senate unanimously and in the House of 
Representatives by a vote of 406 to 1. 

In the form in which it is presented, the proposed legislation, if en- 
acted, would lift the embargo, which is now being applied against both 
parties to the conflict in Spain, in respect to shipments of arms to one 
party while leaving in effect the embargo in respect to shipments to the 
other party. Even if the legislation applied to both parties, its enactment 
would still subject us to unnecessary risks we have so far avoided. We 
do not know what lies ahead in the Spanish situation. The original 
danger still exists. In view of the continued danger of international con- 
flict arising from the circumstances of the struggle, any proposal which 
at this juncture contemplates a reversal of our policy of strict non-inter- 
ference which we have thus far so scrupulously followed, and under the 
operation of which we have kept out of involvements, would offer a 
real possibility of complications. From the standpoint of the best inter- 
ests of the United States in the circumstances which now prevail, I 
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would not feel justified in recommending affirmative action on the 
Resolution under consideration. 

Our first solicitude should be the peace and welfare of this country, 
and the real test of the advisability of making any changes in the statutes 
now in effect should be whether such changes would further tend to 
keep us from becoming involved directly or indirectly in a dangerous 
European situation. 

Furthermore, if reconsideration is to be given to a revision of our 
neutrality legislation, it would be more useful to reconsider it in its 
broader aspects in the light of the practical experience gained during 
the past two or three years, rather than to rewrite it piecemeal in relation 
to a particular situation. It is evident that there is not sufficient time to 
give study to such questions in the closing days of this Congress. 

Sincerely yours, 
CoRDELL HULL 


Source: Department of State, Press Releases, XVIII, 578-579, May 14, 1938. 
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APPENDIX 


V 


TRADE AND TARIFFS 


(2) TRADE AGREEMENTS CONCLUDED UNDER ACT OF 
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Czechoslovakia?................. Mar 
SSE a ee Aug. 
United Kingdom, including New- 

foundland and the British Colo- 

0 ee ere eee Nov 


Canada (revision of agreement of 
WN ash ivacerieaseatanes 


255 
2; 


15; 


20, 


. 


«+ 2B 
» hy 


« TFs 


Do. 


Date Signed 


- ts 
i Ae 
;; 


1934 
1935 
1935 
1935 
1935 


1935, 


1935 
1936 
1935 
1935 
1936 


1936 
1936 
1936 
1937 
1936 
1938 
1938 


1938 


Date Effective 


Sept. 
May 
June 
Aug. 
Jan. 


35 
I, 
3» 
5» 


I, 


Do. 


Feb. 1, 
Feb. 15, 
Mar. 2, 
May 20, 
June 15, 


Do. 
Oct. 1, 
Nov. 2, 
May 31, 
Aug. 2, 
Apr. 16, 
Oct. 23, 


Jan. 1, 


Do. 


1934 
1935 
1935 
1935 
1936 


1936 
1936 
1936 
1936 
1936 


1936 
1936 
1937 
1937 
1938 
1938 


1939 


' Certain provisions of the trade agreement ceased to be in force as of March 10, 1938. 
* The operation of this agreement was suspended as of April 22, 1939. 
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The United States government had also given formal notice during 
1938 of its intention to negotiate trade agreements with Turkey and 
Venezuela and a supplemental agreement with Cuba. 

Source: Commerce Reports, February 25, 1939. 


(6) SHARE OF LEADING INDUSTRIAL NATIONS IN LATIN 
AMERICAN TRADE, 1936 AND 1937 


Country 


Total all countries 1,260,533 


United States...... 
Per cent of total... 


Great Britain... 


Per cent of total.... 


Germany....... 


Per cent of total.... 


Belgium....... 


Per cent of total.... 


PPANOP... . s.25.s. 


Per cent of total 


6 6 ¥aw vss 


Per cent of total.... 


ee 


Per cent of total 


Netherlands. ... 


see 


Per cent of total.... 


Canada........ 


Per cent of total.... 


(In thousands of dollars) 





Imports Exports 
1936 1937 1936 1937 
1,618,277 1,905,268 2,392,039 
396,559 555865 626,344 = 744,417 
31.5 34.3 32.9 31.1 
169,717 203,751 366,723 423,248 
53:5 12.6 9.2 17.7 
193,499 248 ,027 152,843 207 ,260 
oe Ww og 8.0 8.7 
45,312 61,308 72,579 127,506 
3.6 3.8 3.8 5.3 
41, 809 46,295 95375 96, 801 
28 2.9 fo 4.0 
36,772 44,462 37,019 38,392 
2.9 ao I.9 1.6 
30,901 41,717 34,078 731472 
2.f 2.6 1.8 2.8 
23,477 33,297 70,231 99, 664 
1.9 2.2 24 4.2 
15,334 19,484 26,886 40,988 
1.2 1.2 1.4 Pe 


Source: Commerce Reports, November 19, 1938. 
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(c) UNITED STATES TRADE WITH MEXICO 
Cin thousands of dollars) 


Exports to Imports from 

Year Mexico Mexico 
1937 
RS cin aecenewdes 7,031 5,089 
I eau chino 7,878 51509 
I So sic % caw paula 9,404 6,988 
PRS fares V--4ddiensen 10,616 7,039 
EE eknc ey anes 8,875 55139 
OSE Tet 9,968 5,611 
Se eee 11,008 4,457 
SE 9,094 4,793 
september. ...........: 9,149 3,928 
Se ree 8, 463 3,675 
November............. 8,382 3,940 
IS i 6:ae- sin cinacerrs 9,583 3,954 
1938 
FETE Pee 8,147 4,130 
Rs reais ety 7,089 4,242 
Re 6,132 51045 
I iieils texte cpieden ai 3,938 5941 
Bree ien +4 cee ver 4,066 4,184 
EES ea ee 4,966 4,215 
ae eee 3,607 4,606 
ee ee eee 4,136 3,295 
September............. 4,465 2,440 
i a stave twaa y's 4,501 3,134 
INOWOMEDET. ... occas 5239 3,084 
Oe EPEC e ree 5829 4,748 


Source: Monthly Summary of Commerce of the United States. 
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(4) UNiTED StaTES NET MONTHLY GOLD MOVEMENTS, 1937-1938 


Net exports are designated with a minus sign; 


(In millions of dollars) 


all other figures represent net imports. 


Total Imports 
or Exports 


(a) Less than $1,000. 


Source: Federal Reserve Bulletin. 


121. 
120. 
154. 
215. 
155- 
262. 
175. 
104. 
145. 
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1,973.6 




















To or from 
England France 

73-9 10.9 
75-2 1.1 
121.5 I 
175.2 6 
103.8 1.4 
156.9 3.8 
76.4 8 
30.1 

59-1 

24.4 - 
—5.0 —25.0 
—(a) —15.0 
891.5 —I13.7 
-(a2) <-5.0 
—@) (a) 
31.4 (a) 
35-4 (a) 

2.9 (a) 
20.6 (a) 

5.0 me) 
Ot .2 4-7 
378.0 +% 
443-4 43-0 
99-1 (a) 
101.7 37-4 

1,208.7 81.1 








Other 


Countries 


36.5 
44.0 
32.8 
40.0 
50.2 


94-0 
97-9 
74-7 
86.4 
66.1 
§2.1 


33.0 
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APPENDIX VI 
RELATIONS WITH CANADA 


ADDRESS OF PRESIDENT ROOSEVELT AT QUEENS UNIVERSITY 
AUGUST 18, 1938 
Mr. Chancellor, Mr. Prime Minister, My New-Found Associates of 
Queens University: 


To the pleasure of being once more on Canadian soil, where I have 
passed so many of the happy hours of my life, there is added today a 
very warm sense of gratitude for being admitted to the fellowship of 
this ancient and famous university. I am glad to join the brotherhood 
which Queens has contributed and is contributing not only to the spirit- 
ual leadership for which the college was established, but also to the 
social and public leadership in the civilized life of Canada. 

An American President is precluded by our Constitution from ac- 
cepting any title from a foreign prince, potentate or power. Queens 
University is not a prince or a potentate but it is a power. Yet I can say, 
without constitutional reserve, that the acceptance of the title which you 
confer on me today would raise no qualms in the august breast of our 
own Supreme Court. 

Civilization is not national—it is international—even though that 
observation—trite to most of us, is today challenged in some parts of 
the world. Ideas are not limited by territorial borders; they are the com- 
mon inheritance of all free people. Thought is not anchored in any 
land; and the profit of education rebounds to the equal benefit of the 
whole world. That is one form of free trade to which the leaders of 
every opposing political party can subscribe. 

In a large sense we in the Americas stand charged today with the 
maintaining of that tradition. When, speaking recently in a similar vein 
in the Republic of Brazil, I included the Dominion of Canada in the 
fellowship of the Americas, our South American neighbors gave hearty 
acclaim. We in the Americas know the sorrow and the wreckage which 
may follow if the ability of men to understand each other is rooted out 
from among the nations. 

Many of us here today know from experience that of all the devasta- 
tions of war none is more tragic than the destruction which it brings to 
the processes of men’s minds. Truth is denied because emotion pushes 
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it aside. Forbearance is succeeded by bitterness. In that atmosphere hu- 
man thought cannot advance. 

It is impossible not to remember that for years when Canadians and 
Americans have met they have light-heartedly saluted as North Ameri- 
can friends, without thought of dangers from overseas. Yet we are 
awake to the knowledge that the casual assumptions of our greetings in 
earlier times today must become a matter for serious thought. 

A few days ago a whisper, fortunately untrue, raced round the world 
that armies standing over against each other in unhappy array were to be 
set in motion. In a few short hours the effect of that whisper had been 
registered in Montreal and New York, in Ottawa and in Washington, 
in Toronto and in Chicago, in Vancouver and in San Francisco. Your 
business men and ours felt it alike; your farmers and ours heard it alike; 
your young men and ours wondered what effect this might have on their 
lives. 

We in the Americas are no longer a far away continent, to which the 
eddies of controversies beyond the seas have become a consideration to 
every propaganda office and to every general staff beyond the seas. The 
vast amount of our resources, the vigor of our commerce and the 
strength of our men have made us vital factors in world peace whether 
we choose or not. 

Happily, you and we, in friendship and in entire understanding, can 
look clear-eyed at these possibilities, resolving to leave no pathway un- 
explored and no technique undeveloped which may, if our hopes are 
realized, contribute to the peace of the world. Even if those hopes are 
disappointed, we can assure each other that this hemisphere at least 
shall remain a strong citadel wherein civilization can flourish unim- 
paired. 

The Dominion of Canada is part of the sisterhood of the British Em- 
pire. I give to you assurance that the people of the United States will 
not stand idly by if domination of Canadian soil is threatened by any 
other empire. 

We are good neighbors and true friends because we maintain our own 
rights with frankness, because we refuse to accept the twists of secret 
diplomacy, because we settle our disputes by consultation and because 
we discuss our common problems in the spirit of the common good. 
We seek to be scrupulously fair and helpful not only in our relations 
with each other but each of us at home in our relations with our own 
people. 

But there is one process which we certainly cannot change and prob- 
ably ought not to change. This is the feeling which ordinary men and 
women have about events which they can understand. We cannot pre- 
vent our people from having an opinion in regard to wanton brutality, 
in regard to undemocratic regimentation, in regard to misery inflicted 
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on helpless peoples, or in regard to violations of accepted individual 
rights. 

All that any government, constituted as is yours and mine, can pos- 
sibly undertake is to help make sure that the facts are known and fairly 
stated. No country where thought is free can prevent every fireside and 
home within its borders from considering the evidence for itself and 
rendering its own verdict; and the sum total of these conclusions of 
educated men and women will, in the long run, become the national 
verdict. 

That is what we mean when we say that public opinion ultimately 
governs policy. It is right and just that this should be the case. 

Many of our ancestors came to Canada and the United States because 
they wished to break away from systems which forbade them to think 
freely and their descendants have insisted on the right to know the 
truth—to argue their problems to a majority decision, and, if they re- 
mained unconvinced, to disagree in peace. As a tribute to our likeness 
in that respect, I note that the Bill of Rights in your country and in mine 
is substantially the same. 

Mr. Chancellor, you of Canada who respect the educational tradition 
of our democratic continent will ever maintain good neighborship in 
ideas as we in the public service hope and propose to maintain it in the 
field of government and of foreign relations. My good friend, the Gov- 
ernor General, in receiving an honorary degree in June at that university 
of Cambridge, Mass., to which Mackenzie King and I both belong, 
suggested that we cultivate three qualities to keep our foothold in the 
shifting sands of the present—humility, humanity and humor. All three 
of them, imbedded in education, build new spans to re-establish free 
intercourse throughout the world and bring forth an order in which free 
nations can live in peace. 


Source: Department of State, Press Releases, XIX, 123-125, August 20, 1938. 
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APPENDIX VII 
RELATIONS WITH LATIN AMERICA 


(a) DECLARATION OF LIMA, DECEMBER 24, 1938 

Eighth Inter-American Conference of American States, 

Considering: 

That the peoples of America have achieved spiritual unity through 
the similarity of their republican institutions, their unshakable will for 
peace, their profound sentiment of humanity and tolerance and through 
their absolute adherence to the principles of international law, of equal 
sovereignty of states and of individual liberty without religious or racial 
prejudices ; 

That on the basis of such principles and will, they seek and defend 
the peace of the continent and work together in the cause of universal 
concord; 

That respect for the personality, sovereignty and independence of 
each American state constitutes the essence of international order sus- 
tained by continental solidarity, which historically has found expression 
in the declarations of the various states, or in agreements that were ap- 
plied, and sustained by new declarations and by treaties in force; that 
the Inter-American Conference for the Maintenance of Peace in Buenos 
Aires approved on December 21, 1936, a declaration of the principles 
of Inter-American Solidarity and Codperation and approved on Decem- 
ber 23, 1936, a protocol of non-intervention; the governments of the 
American states declare: 

First, that they reaffirm their continental solidarity and their purpose 
to collaborate in the maintenance of principles upon which said soli- 
darity is based; 

Second, that faithful to the above-mentioned principles and to their 
absolute sovereignty they reaffirm their decision to maintain them and 
defend them against all foreign intervention -r activity that may 
threaten them; 

Third, and in case the peace, security, or territorial integrity of any 
American republic is thus threatened by acts of any nature that may 
impair them, they proclaim their common concern and their determina- 
tion to make effective their solidarity, codrdinating their respective sov- 
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ereign wills by means of the procedure of consultation established by 
the conventions in force and by declarations of inter-American confer- 
ences, using measures that in each case circumstances may make ad- 
visable. It is understood that the governments of the American republics 
will act independently in their individual capacities, recognizing fully 
their juridical equality as sovereign states. 

Fourth, that in order to facilitate the consultations established in this 
and other American peace instruments, the Ministers for Foreign Af- 
fairs of the American republics, when deemed desirable, and at the 
initiative of any one of them, will meet in their several capitals by rota- 
tion and without protocolary character. Each government may, under 
special circumstances or for special reasons, designate a representative 
as a substitute for its Minister for Foreign Affairs. 

Fifth, this declaration shall be known as the Declaration of Lima. 


Source: Department of State, Press Releases, XIX, 474-475, December 24, 
1938. 


(4) DECLARATION OF AMERICAN PRINCIPLES 
LIMA, PERU, DECEMBER 24, 1938 


WHEREAS 


The need for keeping alive the fundamental principles of relations 
among nations was never greater than today; and 

Each state is interested in the preservation of world order under law, 
in peace with justice, and in the social and economic welfare of man- 
kind. . 

The Governments of the American Republics resolve 

To proclaim, support and recommend, once again, the following 
principles, as essential to the achievement of the aforesaid objectives: 

1. The intervention of any state in the internal or external affairs of 
another is inadmissible; 

2. All differences of international character should be settled by 
peaceful means; 

3. The use of force as an instrument of national or international 
policy is proscribed ; 

4. Relations between states should be governed by the precepts of 
international law; 

5. Respect for and the faithful observance of treaties constitute the 
indispensable rule for the development of peaceful relations between 
states, and treaties can only be revised by agreement of the contracting 
parties ; 

6. Peaceful collaboration between representatives of the various 
states and the development of intellectual interchange among their 
peoples is conducive to an understanding by each of the problems of 
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the other as well as of problems common to all, and makes more readily 
possible the peaceful adjustment of international controversies ; 

7. Economic reconstruction contributes to national and international 
well-being, as well as to peace among nations; and 

8. International codperation is a necessary condition to the mainte- 
nance of the aforementioned principles. 

Lima, December 24, 1938. 

Source: Department of State, Press Releases, XIX, 494-495, December 31, 
1938. 


(c) SECRETARY HULL’s STATEMENT CONCERNING THE 
EXPROPRIATION OF AMERICAN PROPERTIES 


MARCH 30, 1938 


During the past few years the Mexican government in pursuance of 
its national policy has expropriated and is continuing to expropriate the 
properties of citizens of other countries in Mexico and of its own citi- 
zens. Among these have been many hundreds of farm and other proper- 
ties of American citizens. Many of our nationals have invested their 
savings in these properties, have undertaken improvements therein of 
various kinds, and have been dependent upon them for their own liveli- 
hood. This government has not undertaken and does not undertake to 
question the right of the government of Mexico in the exercise of its 
sovereign power to expropriate properties within its jurisdiction. This 
government has, however, on numerous occasions and in the most 
friendly manner pointed out to the government of Mexico that in ac- 
cordance with every principle of international law, of comity between 
nations, and of equity, the properties of its nationals so expropriated 
are required to be paid for by compensation representing fair, assured, 
and effective value to the nationals from whom these properties were 
taken. The recent expropriation by the Mexican government of oil 
properties belonging to American citizens is, therefore, but one incident 
in a long series of incidents of this character and accordingly raises no 
new question. The subject now under consideration between the gov- 
ernment of Mexico is the matter of compensation for various properties 
of American citizens expropriated in the past few years. It is my very 
earnest hope that because of the very friendly relations existing between 
the two governments a fair and equitable solution of this problem may 
soon be found by the Mexican government. 

Source: Department of State, Press Releases, XVIII, 435, April 2, 1938. 


(2) NoTE OF PRESIDENT CARDENAS TO THE UNITED STATES 
AMBASSADOR TO MEXICO 


My government considers that the attitude adopted by the govern- 
ment of the United States of North America in the matter of the expro- 
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priation of the petroleum companies reaffirms once more the sovereignty 
of the peoples of this continent which the statesman of the most power- 
ful country of America His Excellency President Roosevelt has so 
enthusiastically maintained. 

By this attitude Mr. Ambassador your President and your people have 
won the esteem of the people of Mexico. 

The Mexican nation has lived in these last few days through moments 
of trial in which it did not know whether it would have to give rein to 
its patriotic feelings or to applaud an act of justice of the neighboring 
country represented by Your Excellency. 

Today my country is happy to celebrate without reservation the proof 
of friendship which it has received from yours and which will be car- 
ried in the heart of its people. 

Mexico has always wished to maintain its prestige, carrying out its 
obligations, but elements which did not understand Mexico placed ob- 
stacles in the way of its high and noble purpose. Today a new dawn 
breaks on its future with the opening to it of the doors of opportunity. 
You may be sure Mr. Ambassador that Mexico will know how to honor 
its obligations of today and its obligations of yesterday. 

Mr. Ambassador it is a satisfaction for the Mexicans to have the 
friendship of a people which through its President continues to support 
the policy of friendship and respect of each nation, a policy which is 
winning for your country the affection of many peoples of the world. 

President of the Republic 
LAZARO CARDENAS 
Mexico, D. F., March 31, 1938. 


Source: Department of State, Press Releases, XVIII, 436, April 2, 1938. 
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APPENDIX VIII 
RELATIONS WITH THE FAR EAST 


TEXT OF UNITED StaTEs NOTE TO JAPAN, DECEMBER 31, 1938 


The Government of the United States has received and has given full 
consideration to the reply of the Japanese Government of November 18 
to this Government's note of October 6 on the subject of American 
rights and interests in China. 

In the light of facts and experience the Government of the United 
States is impelled to reaffirm its previously expressed opinion that im- 
position of restrictions upon the movements and activities of American 
nationals who are engaged in philanthropic, educational and commer- 
cial endeavors in China has placed and will, if continued, increasingly 
place Japanese interests in a preferred position and is, therefore, un- 
questionably discriminatory, in its effect, against legitimate American 
interests. Further, with reference to such matters as exchange control, 
compulsory currency circulation, tariff revision and monopolistic promo- 
tion in certain areas of China, the plans and practices of the Japanese 
authorities imply an assumption on the part of those authorities that 
the Japanese Government or the régimes established and maintained in 
China by Japanese armed forces are entitled to act in China in a capacity 
such as flows from rights of sovereignty and, further, in so acting to 
disregard and even to declare nonexistent or abrogated the established 
rights and interests of other countries, including the United States. 

The Government of the United States expresses its conviction that 
the restrictions and measures under reference not only are unjust and 
unwarranted but are counter to the provisions of several binding inter- 
national agreements, voluntarily entered into, to which both Japan and 
the United States, and in some cases other countries, are parties. 

In the concluding portion of its note under reference the Japanese 
Government states that it is firmly convinced that “in the face of the 
new situation fast developing in East Asia any attempt to apply to the 
conditions of today and tomorrow inapplicable ideas and principles of 
the past neither would contribute toward the establishment of a real 
peace in East Asia nor solve the immediate issues,” and that “as long as 
these points are understood Japan has not the slightest inclination to 
oppose the participation of the United States and other powers in the 
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great work of reconstructing East Asia along all lines of industry and 
trade.” 

The Government of the United States in its note of October 6 re- 
quested, in view of the oft-reiterated assurances proffered by the Gov- 
ernment of Japan of its intention to observe the principle of equality of 
opportunity in its relations with China, and in view of Japan's treaty 
obligations so to do, that the Government of Japan abide by these obli- 
gations and carry out these assurances in practice. The Japanese Gov- 
ernment in its reply appears to affirm that it is its intention to make its 
observance of that principle conditional upon an understanding by the 
American Government and by other governments of a ‘‘new situation” 
and a ‘‘new order” in the Faz East as envisaged and fostered by Japanese 
authorities. 

Treaties which bear upon the situation in the Far East have within 
them provisions relating to a number of subjects. In the making of those 
treaties there was a process among the parties to them of give and take. 
Toward making possible the carrying out of some of their provisions, 
others among their provisions were formulated and agreed upon: to- 
ward gaining for itself the advantage of security in regard to certain 
matters, each of the parties committed itself to pledges of self-denial in 
regard to certain other matters. The various provisions agreed upon may 
be said to have constituted collectively an arrangement for safeguarding, 
for the benefit of all, the correlated principles on the one hand of na- 
tional integrity and on the other hand of equality of economic oppor- 
tunity. Experience has shown that impairment of the former of these 
principles is followed almost invariably by disregard of the latter. When- 
ever any government begins to exercise political authority in areas be- 
yond the limits of its lawful jurisdiction there develops inevitably a 
situation in which the nationals of that government demand and are 
accorded, at the hands of their government, preferred treatment, where- 
upon equality of opportunity ceases to exist and discriminatory practices, 
productive of friction, prevail. 

The admonition that enjoyment by the nationals of the United States 
of nondiscriminatory treatment in China—a general and well-estab- 
lished right—is henceforth to be contingent upon an admission by the 
Government of the United States of the validity of the conception of 
Japanese authorities of a ‘‘new situation” and a “new order’ in East 
Asia, is, in the opinion of this Government, highly paradoxical. 

This country’s adherence to and its advocacy of the principle of 
equality of opportunity do not flow solely from a desire to obtain the 
commercial benefits which naturally result from the carrying out of that 
principle. They flow from a firm conviction that observance of that 
principle leads to economic and political stability, which are conducive 
both to the internal well-being of nations and to mutually beneficial 
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and peaceful relationships between and among nations; from a firm 
conviction that failure to observe that principle breeds international 
friction and ill-will, with consequences injurious to all countries, in- 
cluding in particular those countries which fail to observe it; and from 
an equally firm conviction that observance of that principle promotes 
the opening of trade channels thereby making available the markets, 
the raw materials and the manufactured products of the community of 
nations on a mutually and reciprocally beneficial basis. 

The principle of equality of economic opportunity is, moreover, one 
to which over a long period and on many occasions the Japanese Gov- 
ernment has given definite approval. It is one to the observance of 
which the Japanese Government has committed itself in various inter- 
national agreements and understandings. It is one upon observance of 
which by other nations the Japanese Government has of its own accord 
and upon its own initiative frequently insisted. It is one to which the 
Japanese Government has repeatedly during recent months declared it- 
self committed. 

The people and the Government of the United States could not assent 
to the establishment, at the instance of and for the special purposes of 
any third country, of a régime which would arbitrarily deprive them of 
the long-established rights of equal opportunity and fair treatment 
which are legally and justly theirs along with those of other nations. 

Fundamental principles, such as the principle of equality of oppor- 
tunity, which have long been regarded as inherently wise and just, which 
have been widely adopted and adhered to, and which are general in 
their application are not subject to nullification by a unilateral affirma- 
tion. 

With regard to the implication in the Japanese Government's note 
that the “conditions of today and tomorrow” in the Far East call for a 
revision of the ideas and principles of the past, this Government desires 
to recall to the Japanese Government its position on the subject of re- 
vision of agreements. 

This Government had occasion in the course of a communication de- 
livered to the Japanese Government on April 29, 1934, to express its 
opinion that “treaties can lawfully be modified or be terminated—but 
only by processes prescribed or recognized or agreed upon by the parties 
to them.” 

In the same communication this Government also said, “In the opin- 
ion of the American people and the American Government, no nation 
can, without the assent of the other nations concerned, rightfully en- 
deavor to make conclusive its will in situations where there are involved 
the rights, the obligations and the legitimate interests of other sovereign 
states.” 


In an official and public statement on July 16, 1937, the Secretary of 
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State of the United States declared that this Government advocates “‘ad- 
justment of problems in international relations by processes of peaceful 
negotiation and agreement.” 

At various times during recent decades various powers, among which 
have been Japan and the United States, have had occasion to communi- 
cate and to confer with regard to situations and problems in the Far 
East. In the conducting of correspondence and of conferences relating 
to these matters, the parties involved have invariably taken into consid- 
eration past and present facts and they have not failed to perceive the 
possibility and the desirability of changes in the situation. In the making 
of treaties they have drawn up and have agreed upon provisions in- 
tended to facilitate advantageous developments and at the same time to 
obviate and avert the arising of friction between and among the various 
powers which, having interests in the region or regions under reference, 
were and would be concerned. 

In the light of these facts, and with reference especially to the pur- 
pose and the character of the treaty provisions from time to time 
solemnly agreed upon for the very definite purposes indicated, the Gov- 
ernment of the United States deprecates the fact that one of the parties 
to these agreements has chosen to embark—as indicated both by action 
of its agents and by official statements of its authorities—upon a course 
directed toward the arbitrary creation by that power by methods of its 
own selection, regardless of treaty pledges and the established rights of 
other powers concerned, of a “new order” in the Far East. Whatever 
may be the changes which have taken place in the situation in the Far 
East and whatever may be the situation now, these matters are of no 
less interest and concern to the American Government than have been 
the situations which have prevailed there in the past, and such changes 
as may henceforth take place there, changes which may enter into the 
producing of a “new situation” and a “new order,” are and will be of 
like concern to this Government. This Government is well aware that 
the situation has changed. This Government is also well aware that 
many of the changes have been brought about by action of Japan. This 
Government does not admit, however, that there is need or warrant for 
any one power to take upon itself to prescribe what shall be the terms 
and conditions of a “new order” in areas not under its sovereignty and 
to constitute itself the repository of authority and the agent of destiny in 
regard thereto. 

It is known to all the world that various of the parties to treaties 
concluded for the purpose of regulating contacts in the Far East and 
avoiding friction therein and therefrom—which treaties contained, for 
these purposes, various restrictive provisions—have from time to time 
and by processes of negotiation and agreement contributed, in the light 
of changed situations, toward the removal of restrictions and toward 
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the bringing about of further developments which would warrant, in 
the light of further changes in the situation, further removals of re- 
strictions. By such methods and processes, early restrictions upon the 
tariff autonomy of all countries in the Far East were removed. By such 
methods and processes, the rights of extraterritorial jurisdiction once 
enjoyed by Occidental countries in relations with countries in the Far 
East have been given up in relations with all of those countries except 
China; and in the years immediately preceding and including the year 
1931, countries which still possess those rights in China, including the 
United States, were actively engaged in negotiations—far advanced— 
looking toward surrender of those rights. All discerning and impartial 
observers have realized that the United States and cher of the “treaty 
powers” have not during recent decades clung tenaciously to their so- 
called ‘‘special” rights and privileges in countries of the Far East, but on 
the contrary have steadily encouraged the development in those countries 
of institutions and practices in the presence of which such rights and 
privileges may safely and readily be given up; and all observers have 
seen those rights and privileges gradually being surrendered volun- 
tarily, through agreement, by the powers which have possessed them. 
On one point only has the Government of the United States, along 
with several other governments, insisted: namely, that new situations 
must have developed to a point warranting the removal of “‘special’’ 
safeguarding restrictions and that the removals be effected by orderly 
processes. 

The Government of the United States has at all times regarded agree- 
ments as susceptible of alteration, but it has always insisted that altera- 
tions can rightfully be made only by orderly processes of negotiation 
and agreement among the parties thereto. 

The Japanese Government has upon numerous occasions expressed 
itself as holding similar views. 

The United States has in its international relations rights and obliga- 
tions which derive from international law and rights and obligations 
which rest upon treaty provisions. Of those which rest on treaty pro- 
visions, its rights and obligations in and with regard to China rest in 
part upon provisions in treaties between the United States and China, 
and in part upon provisions in treaties between the United States and 
several other powers, including both China and Japan. These treaties 
were concluded in good faith for the purpose of safeguarding and pro- 
moting interests not of one only but of all their signatories. The peo- 
ple and the Government of the United States cannot assent to the abro- 
gation of any of this country’s rights or obligations by the arbitrary 
action of agents or authorities of any other country. 

The Government of the United States has, however, always been 
prepared, and is now, to give due and ample consideration to any pro- 
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posals based on justice and reason which envisage the resolving of 
problems in a manner duly considerate of the rights and obligations of 
all parties directly concerned by processes of free negotiation and new 
commitment by and among all of the parties so concerned. There has 
been and there continues to be opportunity for the Japanese Government 
to put forward such proposals. This Government has been and it con- 
tinues to be willing to discuss such proposals, if and when put forward, 
with representatives of the other powers, including Japan and China, 
whose rights and interests are involved, at whatever time and in what- 
ever place may be commonly agreed upon. 

Meanwhile, this Government reserves all rights of the United States 
as they exist and does not give assent to any impairment of any of those 
rights. 


Source: Department of State, Press Releases, XIX, 490-493, December 31, 
1938. 








>>>>>>>>>>>>>>rprrrn> [ 386 ] «<<< «44444 KKK KKK KKK 


APPENDIX IX 


CHRONOLOGY OF IMPORTANT EVENTS AFFECTING 
AMERICAN FOREIGN RELATIONS, 1938 


EUROPEAN AFFAIRS 


GENERAL 
February: 


21. Prime Minister Chamberlain states in Parliament that the League of 
Nations is incapable of enforcing collective security and that the small states 
should not rely upon the League for protection against aggression. 

May: 

14. League Council takes cognizance of Switzerland’s intention to defend her 
own neutrality and not to participate in the future in the imposition of sanc- 
tions by other nations through League channels. 

27. Governments of Denmark, Finland, Norway and Sweden agree to adopt 
common rules of neutrality in the event of war between the great powers. 

31. Norwegian Parliament proclaims the country’s right to maintain complete 


neutrality in any war resulting from imposition of sanctions by the League of 
Nations. 


June: 


24. Germany and Italy give pledges to respect Swiss neutrality provided that 
Switzerland remains aloof from international conflicts. 


July: 

4. French Foreign Minister announces that France and Turkey have reached 
an agreement for the boycott of aggressor nations attacking either country. 

24. Signatories of the Oslo Convention reaffirm their determination to keep 
out of ideological conflicts and to remain strictly neutral in the event of war 
between the leading European powers. 


November: 


23. In violation of the Constitution guaranteed by the League of Nations, 
the Free City of Danzig decrees enforcement of the Nuremberg racial laws 
adopted in Germany in 1935. 

26. Poland and Russia reaffirm the non-aggression pact of 1932. 


December: 


12. Following disturbances in the Memel territory, Great Britain and France 
ask Germany to abide by the provisions of the Memel statute of 1924. 
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AUSTRIA 


February: 


12. Chancellor Schuschnigg confers with Chancellor Hitler at Berchtesgaden 
on questions affecting Austro-German relations. 

21. Following Nazi demonstrations in Vienna, government bans all political 
meetings and processions except those of the Fatherland Front. 


March: 


9. Chancellor Schuschnigg calls for a plebiscite on the 13th to permit the 
Austrian people themselves to express their wishes with regard to independence. 

11. Chancellor Schuschnigg announces over the radio that he has “yielded 
to force’ and resigned to prevent bloodshed. Dr. Arthur Seyss-Inquart assumes 
the office of Chancellor and forms a new Cabinet. 

11. Great Britain and France protest to Germany on her intervention in 
Austria. Italy declines to join in the protest. 

12. Fascist Grand Council decides not to take any action regarding Ger- 
many’s intervention in Austria. 

13. Austria’s union with Germany is proclaimed from Vienna. Chancellor 
Hitler calls for a plebiscite on April 10 in both Germany and Austria on the 
question of union with Germany. 

15. Hungary is the first country to recognize Germany's annexation of Austria; 
Italian government follows on the 16th. British government announces on the 
19th that it will extend recognition. 

16. Premier Mussolini declares that Italy has never given, either directly 
or indirectly, any guarantees to protect Austrian independence, nor has Austria 
ever asked for such protection. 

19. Mexican government protests to the League of Nations against Germany's 
annexation of Austria. 

21. Germany notifies the League of Nations that Austria has ceased to be a 
sovereign state and consequently is no longer a member of the League. 


April: 


6. In a note to the German government United States Department of State 
declares that it finds itself “under the necessity as a practical measure’ of 
extending recognition to Germany's absorption of Austria, but that such 
recognition does not constitute a departure from the policy of withholding 
recognition of territorial acquisition by force. A second note holds Germany 
responsible for Austria's debt to the United States, amounting to $64,493,480. 

10. In a plebiscite in both Germany and Austria 99.75 per cent of the Austrian 
voters and 99.08 per cent of the German endorse Austria’s union with Germany. 


CZECHOSLOVAKIA 
February: 


20. In a speech to the Reichstag Chancellor Hitler promises protection to 
German minorities in other countries. 

March: 

12. French government assures Czech Minister in Paris that France will abide 
by her treaty obligations toward Czechoslovakia. The promise is again reiterated 
on the 14th. 

16. Great Britain pledges naval aid to France if her lines of communica- 
tion with her colonial possessions are threatened by Fascist aggression, but de- 
clines to make any commitments with regard to Czechoslovakia. 








388 THE UNITED STATES IN WORLD AFFAIRS 


17. Soviet Foreign Commissar Litvinoff declares that Germany's action in 
Austria represents a menace to all and intimates that his country may come to 
the aid of Czechoslovakia without waiting for French action if that country is 
invaded by Germany. 

24. In a statement on Great Britain's foreign policy Prime Minister Cham- 
berlain again refuses to guarantee the independence of Czechoslovakia or to 
promise to come to the aid of France if she becomes involved in a war with 
Germany in pursuance of her treaty obligations toward Czechoslovakia. 
April: 

24. At Sudeten German party congress in Carlsbad (Czechoslovakia), an 
eight-point program is drawn up outlining the terms on which the Sudeten 
German minority is prepared to negotiate with the Czech government. Govern- 
ment rejects the terms on the 25th. 

27-29. French and British governments at conference in London agree to 
ask the Czech government to make all possible concessions to the Sudeten 
minority within the framework of its Constitution. Czech government states on 
May 14 that it is willing to make concessions and announces that negotiations 
with the Sudeten and other minorities will be started in the near future. 


May: 


7. Great Britain and France warn German Foreign Office to consider that 
in case of war in Central Europe such a conflict would not be confined to Ger- 
many and Czechoslovakia alone. 

10. Hungarian minority in Czechoslovakia submits demands to the govern- 
ment along the lines of the Sudeten minority demands. Similar demands are 
also submitted to the government on the 11th by the Polish minority. 

12. Poland and Rumania, in reply to a French inquiry, decline to grant per- 
mission for the transit of Soviet troops to aid Czechoslovakia in case that 
country is invaded. 

21. On rumors of troop movements near its border Czech government calls up 
a contingent of reserves, but denies that this is actual mobilization. The troops 
are withdrawn near the end of the month as tension diminishes. 

28. Secretary Hull reminds Germany and Czechoslovakia of their obligations 
under the Kellogg-Briand Pact and urges them to settle their dispute by peaceful 
means. 


July: 

22. Great Britain and France reject Germany's suggestion that Great Britain 
should sponsor international arbitration of the Sudeten German problem by the 
four leading Western powers. 

25. With the consent of the German, French and Czech governments, Prime 
Minister Chamberlain appoints Lord Runciman as mediator between the Czech 
government and the Sudeten minority to settle their grievances. 


August: 


19. Lord Runciman announces that he has been advised by the Czech govern- 
ment of its intention to appoint Germans to high official posts as a move to 
bring about better relations with the Sudeten minority and that three of such 
appointments had already been approved. 

26. Tension increases when Sudeten party issues manifesto empowering its 
members to adopt measures of “‘self-defense’’ if attacked. 

26. Reported that Germany has approached the governments of Rumania, 
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Soviet Russia and Yugoslavia to ascertain their attitude in the event the dis- 
orders implied in the permission granted to the Sudeten Germans to “defend 
themselves” should necessitate German intervention in the border districts to 
establish order. Soviet Russia is reported to have replied that she would abide 
by her treaty obligation toward Czechoslovakia. 

27. In a statement on European problems Sir John Simon, British Chancellor 
of the Exchequer, warns Germany that Great Britain would find it impossible 
not to become involved in a Central European war. 

28. The government proposes to reorganize the country on a cantonal basis 
similar to that operative in Switzerland. The proposal is welcomed by the 
British government as a proof of a conciliatory attitude. 

31. Reported from Prague that the cantonal plan, worked out by Lord Runci- 
man and Czech leaders, has been approved by the Czech government and sub- 
mitted to the Sudeten German party leader, Konrad Henlein. 


September: 


5. The government drafts a fourth plan setting forth ‘‘definitive’ new pro- 
posals for the settlement of the minority issue with the Sudeten Germans. __ 

5. French government suspends all army leaves and recalls to the colors all 
reservists in the fortress zones as a precautionary measure. 

7. An editorial in the London Times suggests that the Czech government cede 
outright all Sudeten areas to Germany as the best solution of the Czech-Sudeten 
minority problem. 

9. President Roosevelt denies that the United States government is com- 
mitted in any way as to the course it would pursue in case of war and deplores 
the tendency of newspapers to interpret his and Secretary Hull's statements as 
pledges to come to the help of Great Britain and France. 

10. In a defiant speech at the Nazi Party Congress at Nuremberg Field 
Marshal Goering pledges Germany's protection to the Sudeten Germans in 
Czechoslovakia. 

12. In the closing speech at the Nazi Party Congress in Nuremberg Chan- 
cellor Hitler asserts that the “oppression” of the Sudeten Germans must end 
and the right of self-determination be granted to them; otherwise Germany 
would come to their help. 

13. Because of an increasing number of incidents between Czechs and 
Sudeten Germans, the Prague government imposes martial law in eight border 
districts. The Sudeten party issues an ultimatum to the Czech government 
demanding the revocation of martial law within six hours. The ultimatum is 
ignored. 

13. The Netherlands and Sweden advise the League Secretariat that they 
do not intend to abide by the provisions of Article XVI of the League Covenant 
calling for the application of sanctions and advise Germany of their decision. 

14. Prime Minister Chamberlain decides to confer with Chancellor Hitler at 
Berchtesgaden in an effort to reach a solution of the Sudeten problem. 

14. Premier Mussolini announces his support of Chancellor Hitler's attitude 
toward the Sudeten minority issue. The Japanese government intimates that it 
will support Germany and Italy in case of war. 

15. Konrad Henlein demands union of the Sudeten German areas with Ger- 
many. Czech government orders his arrest on treason charges and on the 16th 
outlaws the Sudeten party. Henlein flees into Germany. 

15. Prime Minister Chamberlain confers with Chancellor Hitler at Berchtes- 
gaden and receives his terms of settlement. He returns to London to lay these 
before the British and French governments. 
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17. Czech government puts the entire country under martial law in an effort 
to check the spreading of further disorders. 

17. Sudeten German leader Henlein sets up in Germany a Free Corps of 
Sudeten refugees to defend their homeland against Czech “atrocities.” 

18. M. Léon Blum, former Premier of France, calls on President Roosevelt to 
save the peace of Europe. The appeal meets with a cold reception in Wash- 
ington. 

19. Premier Daladier and Foreign Minister Bonnet, in consultation with 
Prime Minister Chamberlain and other British Cabinet Ministers in London, 
agree to accept Hitler's plan of settlement outlined at Berchtesgaden. The plan 
is then submitted to the Czech government. 

19. Before committing itself to a definite reply on the British-French plan for 
the partition of Czechoslovakia, Czech government asks the French government 
whether it will abide by its treaty obligations toward Czechoslovakia in case of 
rejection of the plan. 

20. After conferring with Chancellor Hitler the Polish and Hungarian gov- 
ernments make demands on Czechoslovakia that their minorities receive treat- 
ment equal to that accorded to the Sudeten Germans. 

20-21. Czech government advises Britain and France that their plan is unac- 
ceptable and proposes arbitration under the terms of the German-Czech treaty 
of 1925. It accepts the proposal on the 21st, after a warning by the British and 
French governments that otherwise an immediate invasion by Germany may 
occur. 

21. In a speech at Geneva Soviet Foreign Commissar Litvinoff sharply criti- 
cizes the British-French partition plan of Czechoslovakia and pledges the Soviet 
Union’s intention to abide by her treaty obligation toward Czechoslovakia if 
France does likewise. 

22. The Cabinet headed by Premier Hodza resigns and is replaced by a 
Cabinet under General Jan Syrovy, former army head. 

22-24. Prime Minister Chamberlain confers with Chancellor Hitler at Godes- 
berg. Difficulties develop when new demands are submitted by Chancellor Hitler 
including immediate military occupation by German troops of the areas to be 
ceded. Prime Minister Chamberlain objects to these demands terming them un- 
reasonable, but consents to submit them to the Czech government without com- 
ment, which he does on the 24th. 

23. Czech government issues general mobilization order after advice by 
British and French Ministers that their governments ‘‘cannot continue to take 
the responsibility of advising them not to mobilize.” 

23. Rumanian Foreign Minister announces his country’s pledge to allow Rus- 
sian troops and supplies to cross Rumanian territory in the event of a war in 
Central Europe in which Great Britain and France are also involved. Soviet 
Foreign Commissar Litvinoff reiterates his country’s intention to abide by its 
treaty obligation toward Czechoslovakia if France does likewise and intimates 
that Soviet Russia might extend aid alone without waiting for prior intervention 
by France. He warns Poland that an attack on Czechoslovakia would entail 
the cancellation of the Soviet-Polish non-aggression pact; Poland rejects the 
warning and submits new demands to Czechoslovakia for immediate cession of 
the Teschen area. 

24. Rumania and Yugoslavia give pledges to come to the aid of Czecho- 
slovakia if attacked by Hungary. 

25. Czech government advises the British government that Chancellor Hitler's 
Godesberg demands go far beyond those to which it had first agreed and that 
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it cannot accept them. Prime Minister Chamberlain advises Chancellor Hitler 
of this rejection. 

25. Premier Daladier and Foreign Minister Bonnet leave for London. A 
renewed pledge is given by France to abide by her treaty obligations toward 
Czechoslovakia, and on the 26th Prime Minister Chamberlain for the first time 
gives assurance that Great Britain will stand by France if she goes to the aid of 
Czechoslovakia. 

26-29. President Roosevelt appeals to Chancellor Hitler and President Bene$ 
to settle their differences peacefully. He also sends messages to Great Britain 
and France. Chancellor Hitler's reply (on the 27th) outlines Germany’s grievances 
against Czechoslovakia and declares that the issue of peace or war rests entirely 
with President BeneS. President Roosevelt thereupon sends another message to 
Chancellor Hitler alone urging him to keep open peace negotiations and term- 
ing resort to force to settle the dispute “unjustifiable.” He also sends a personal 
message to Premier Mussolini. President Roosevelt's peace appeals are unan- 
imously endorsed by the League Assembly in a resolution adopted on the 29th. 

26. Chancellor Hitler demands in a speech at the Sportspalast in Berlin the 
surrender of the Sudeten area to Germany by October 1 and threatens to take 
it by force if his demand is not met. 

27. After breaking off negotiations with the Czech government on ‘the 26th, 
Polish government announces receipt of a message from President Bene’ prom- 
ising his government's assent to territorial revision at Teschen. 

27. Prime Minister Chamberlain appeals to Chancellor Hitler not to plunge 
Europe into another war over a question of methods, when agreement on prin- 
ciples has already been reached. Chancellor Hitler denies discrepancies between 
the Godesberg and Berchtesgaden terms and insists on military occupation as a 
prerequisite to a peaceful solution of the problem. 

27. Department of State warns Americans against travel in Europe and issues 
instructions that preparations be made to bring Americans home from abroad 
in case of war. 

27. British government authorizes the mobilization of the North Sea fleet 
and the calling up of defensive units of the auxiliary air force. 

28. United States Department of State sends messages to Japan and Soviet 
Russia suggesting that they send peace appeals to Germany and Czechoslovakia 
similar to the appeals sent to both countries by President Roosevelt on the 26th. 

28. Pursuant to messages from Prime Minister Chamberlain and President 
Roosevelt asking him to use his influence with Chancellor Hitler to avert a 
war in Europe, Premier Mussolini persuades Chancellor Hitler to delay 
mobilization and to call a four-power conference to seek a solution of the 
Czech crisis. Chancellor Hitler agrees and sends out invitations for a conference 
at Munich on the 29th. 

28. British Parliament meets to hear Prime Minister Chamberlain’s account 
of his efforts to avert war. While giving this account he is advised of Chan- 
cellor Hitler's invitation to a conference at Munich and announces his ac- 
ceptance. 

29. The Munich conference results in an agreement meeting most of Chan- 
cellor Hitler's demands outlined in the Godesberg memorandum. Czech govern- 
ment protests against the decision but accepts it on the 30th, declaring that its 
people can do nothing except yield to a decision taken “without them and against 
them.” 


October: 


1. Alfred Duff Cooper, British First Lord of the Admiralty, resigns in pro- 
test against the Munich agreement. 
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1. Hungarian government requests that negotiations be started immediately 
for adjustment of its minority claim in conformity with the Munich agreement. 
Czech government consents on the 2nd. 

2. After acceptance by Czechoslovakia of the Polish ultimatum, Polish troops 
occupy the ceded Teschen area. 

3. Prime Minister Chamberlain announces that Great Britain has decided 
to extend a loan of £10,000,000 to the Czech government for economic read- 
justments. 

4. French Chamber of Deputies, by a vote of 535 to 75, approves Premier 
Daladier’s policy during the Czech crisis. On the 5th he is also upheld by the 
Senate. 

5. President Benes resigns in order not to hinder the new realignment in his 
country. 

6. International Commission for the adjustment of Czechoslovakia’s new 
frontier decides to use the census of 1910 rather than that of 1930 as the basis 
of territorial allotments. The use of the earlier census gives Germany an ad- 
vantage. 

6. After a heated debate in the House of Commons on the Munich agree- 
ment, Prime Minister Chamberlain is finally upheld by a vote of 366 to 144. 

12. Czechoslovakia rejects territorial claims submitted by Hungary and asks 
Chancellor Hitler to mediate. 

26. Czech government proposes to submit the Hungarian dispute over ter- 
ritory to Germany and Italy for arbitration. Hungary consents on the 28th. 


November: 


1. Representatives of Poland and Czechoslovakia sign an agreement in 
Prague for the final delimitation of their frontier. 

2. Acting as arbitrators in the Czecho-Hungarian dispute, German and 
Italian Foreign Ministers award to Hungary approximately 4,800 square miles 
of Czech territory with a population of about 800,000. 

30. National Assembly approves by a vote of 312 to 272 the appointment of 
Dr. Emile Hacha as President of Czechoslovakia. 


FRANCE 


See also Austria, Czechoslovakia, Spain 
January: 


14. Popular Front government is forced to resign because of a further decline 
of the franc and widespread unrest in the country due to the high cost of 
living. Camille Chautemps, the former Premier, forms a moderate Cabinet 


March: 


10. Failing to get the special powers for which he had asked, Premier Chau- 
temps and his Cabinet resign. Former Premier Blum forms a Cabinet on the 
13th made up of Socialists and Radicals. 


April: 

8. Premier Blum and his second Popular Front government resign because of 
the refusal of the Senate to grant him special financial powers to deal with 
the monetary crisis. On the 1oth an anti-Communist Cabinet is formed by 
Edouard Daladier, and on the 13th the special financial powers to govern by 
decree, refused to Premier Blum, are granted to Premier Daladier for a three 
months’ period. 

27-29. Premier Daladier and Foreign Minister Bonnet visit London to discuss 
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various problems affecting Great Britain and France. An agreement is reached 
on the 28th for the codrdination of the land, sea, and air forces of both coun- 
tries, a unified command and the pooling of the purchases of their supplies dur- 
ing war. 


July: 


22. The close ties between Britain and France are reaffirmed by a visit of 
King George VI and Queen Elizabeth to Paris. 


August: 


30. In a move designed to improve the national defense system the government 
decrees the abrogation of the forty-hour week in key industries. 


October: 


4. The Chamber of Deputies approves by a vote of 535 to 75 Premier 
Daladier’s handling of the Czech crisis and the Munich agreement. 

5. Parliament grants Premier Daladier special powers to deal with the new 
financial crisis. 


November: 


12. Government approves a three-year plan to bring about recovery in France. 

23-24. Prime Minister Chamberlain and Foreign Minister Halifax visit France 
to discuss problems concerning both countries. A policy of strong home defense 
is reaffirmed and full agreement not to return to Germany any of her pre-war 
colonies is announced. Belligerent rights to Insurgent Spain will be withheld 
until all foreign volunteers have been evacuated as stipulated in former agree- 
ments. 


December: 


5. Premier Daladier announces his intention to visit Tunisia, Corsica and other 
French possessions. He also declares that France will not cede any French ter- 
ritory to Italy. (See Italy, November 30.) 

6. French and German Foreign Ministers sign non-aggression pact in Paris 
calling for the settlement by negotiation of all controversies which may arise 
between both countries. 


9. Parliament approves by a vote of 315 to 241 the government's policy of 
national recovery. 


GERMANY 
See also Austria, Czechoslovakia 
January: 


31. Vice-Chancellor Goering issues decree establishing a military economy 
council to act as a planning and codrdinating body for the improvement of 
German economy. 


February: 


4. In a bloodless “purge” Chancellor Hitler decrees the reorganization of his 
Cabinet and assumes direct control over the entire armed establishment of the 
nation. 

20. In his postponed anniversary speech Chancellor Hitler reviews the ac- 
complishments of his régime in the past five years and outlines the government's 
foreign policy. He promises protection to German minorities in other countries 
and announces Germany’s intention to recognize ‘“Manchukuo.” 








394 THE UNITED STATES IN WORLD AFFAIRS 


March: 


1. Announced in Berlin that the government has requested its citizens in the 
United States not to join the American Nazi organizations. 


May: 


3-10. Chancellor Hitler makes official visit to Italy. In the course of a banquet 
on the 7th he and Premier Mussolini exchange pledges that their borders will 
remain inviolate. 


June: 


20. German Minister of Economics issues decree requiring all foreign Jews 
permanently domiciled in Germany to declare their property to the authorities. 

23. Government decree, effective July 1, calls for the conscription of the 
entire nation under a forced labor system. 

27. Government control of wages and working conditions is established 
throughout the country. 


August: 


12. Mobilization of German reservists for large-scale manoeuvres increases 
tension in Europe. 


23. Government imposes further restrictions on the economic and social ac- 
tivities of Jews. 


September: 


29. Prime Minister Chamberlain and Chancellor Hitler sign anti-war pledge 
at Munich. See also Great Britain, Czechoslovakia. 


October: 


9. In a speech at Saarbriicken Chancellor Hitler attacks the international press 
for its “lies and calumnies’’ about Germany; he also sharply attacks ‘“‘war 
mongers” in Great Britain and asserts that the peace of Europe would again 
be upset if an Eden, a Duff Cooper or a Churchill were to succeed a Chamber- 
lain, as the aim of such men would be to “unleash immediately a world war 
against Germany.” The reference to British statesmen in the speech is resented 
in Great Britain. 

17. At a trial of alleged spies in New York, it is charged by the govern- 
ment that the espionage conspiracy was “conceived and directed from Germany.” 

28. Government orders mass deportations of Polish Jews because of new 
Polish passport regulations barring the re-entry of Poles living abroad who did 
not have their passports revalidated. 


November: 


6. In a speech at Weimar Chancellor Hitler denounces ‘“‘war agitation” in 
the democratic nations which, he says, is an obstacle to disarmament. 

10. Nation-wide anti-Semitic wave spreads throughout Germany in reprisal 
for the shooting of the Third Secretary of the German Embassy in Paris on the 
7th by a Jewish boy to avenge the deportation of his parents from Germany. 
Synagogues are burned and Jewish shops are looted and demolished. Further 
restrictions on the Jews imposed on the 13th include the imposition of a 
1,000,000,000-mark fine on German Jews as a whole. 

14. President Roosevelt expresses his shock at Jewish persecutions in Ger- 
many and recalls Hugh Wilson, the United States Ambassador to Germany, for 
“report and consultation.” Germany counters this move on the 18th by recall- 
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ing her Ambassador to report on the “public sentiment in the United States 
and the singular attitude toward domestic affairs in Germany manifested in 
various declarations by President Roosevelt and other important United States 
personalities.” 

18. President William Green of the American Federation of Labor denounces 
Nazi intolerance and persecution of Jews in Germany and urges all associations 
affiliated with the Federation to make the boycott against German goods and 
services more effective. 

22. Department of State confirms reports from Berlin that the American 
Embassy has requested formal assurances from the Nazi Foreign Office that the 
recent anti-Jewish decrees adopted in Germany will not apply to American 
citizens. 

26. United States Under Secretary of State, Sumner Welles, announces that 
the United States Ambassador to Germany will remain indefinitely in the United 
States to advise the government on American-German relations. 


December: 


3. City government bars all Jews in Berlin from certain streets and public 
places in the capital and forbids them to keep automobiles or motor cycles. 

5. Government issues decree requiring Jews to liquidate their industrial prop- 
erty and real estate. United States government announces on the 7th that rep- 
resentations have been made to the German Foreign Office requesting assurances 
that this decree will not be applied to American citizens. Another strongly 
worded protest is submitted to Berlin on the 15th requesting assurances that 
American citizens in Germany will not be subjected to discriminatory treatment 
on account of race or creed; Germany gives the requested assurance on the 2oth. 

6. Signs non-aggression pact with France. See France. 

18. Secretary Ickes in a public address at Cleveland assails Germany's per- 
secution of the Jews. German chargé d'affaires in Washington protests to the 
Department of State against the “insulting and vulgar utterances” of the Sec- 
retary, but the protest is rejected. 

21. Field Marshal Goering delegates power to the Minister of Economics to 
conscript labor from various classes of the population hitherto untapped and 
to codrdinate the strength of labor and industry within the framework of the 
four-year plan. 

29. United States submits a further protest to German Foreign Office re- 
questing assurances that the German decree of December 23 excluding non- 
Aryans from executive positions in commercial and industrial establishments 
will not be applied to United States citizens employed in such a capacity in 
Germany. 


GREAT BRITAIN 
See also Austria, Czechoslovakia, Spain 
February: 


20. Mr. Anthony Eden resigns as Foreign Minister because of long-standing 
differences with Prime Minister Chamberlain regarding the government's policy 
in relations with Italy and Germany. 

25. Viscount Halifax succeeds Mr. Eden as Foreign Minister. 


April: 


16. An agreement is signed with Italy designed to establish peace and harmony 
between both countries. See Italy. 
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27-29. Franco-British alliance is concluded during visit of French Premier 
and Foreign Minister in London. See France. 


June: 


21. House of Commons upholds the foreign policy of Prime Minister Cham- 
berlain. 


September: 


29. Prime Minister Chamberlain and Chancellor Hitler sign an agreement at 
Munich pledging that their countries will never again go to war with each other. 


October: 
1. Alfred Duff Cooper, First Lord of the Admiralty, resigns in protest 
against the Munich agreement. 


6. House of Commons approves by a vote of 366 to 144 Prime Minister 
Chamberlain’s peace policy. 

14. United States Department of State stresses the right of the United States 
to refuse to recognize the validity of the application to American interests of 
any modification of the Palestine and other mandates unless such modification 
has been assented to by the government of the United States. 


November: 


9. Government abandons plans for the tripartite division of Palestine as pro- 
posed by the Peel Commission in 1937 and will seek to find a new basis of 
understanding between the Arabs and the Jews. 


December: 

7. House of Commons endorses by a vote of 253 to 127 Laborite motion 
that colonies or mandates should not be redistributed without the consent of 
the inhabitants and that in a general settlement of this problem the League of 
Nations mandate system be extended to all colonies, including the British, in 
cases where such colonies are not strong enough for self-government. 


ITALY 
See also Austria, Czechoslovakia, Spain 
February: 


27. At annual conference of members of the Balkan Entente announcement 
is made of intention to recognize Italy's sovereignty over Ethiopia. 


March: 


26. Bulgaria recognizes Italy's sovereignty over Ethiopia; Belgium does like- 
wise on the 29th. 


April: 

4. Greece and Turkey recognize Italy’s sovereignty over Ethiopia; Czecho- 
slovakia follows on the 19th. 

6. Great Britain requests the League Council to act on the anomalous situa- 
tion concerning Ethiopia, due to the fact that a number of League member 
states have recognized Italy's sovereignty over Ethiopia while others have de- 
clined to do so. 

16. Great Britain and Italy sign an agreement under the terms of which both 
countries undertake to respect each other's interests in the Mediterranean, the 
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Red Sea and the Suez Canal. Italy disclaims all territorial or political designs 
on Spanish territory, while Great Britain agrees to recognize Italian sovereignty 
over Ethiopia. The agreement will come into effect after the withdrawal of 
Italian troops and war materials from Insurgent Spain. 

May: 

3-10. Chancellor Hitler makes official visit to Italy. In the course of a 
banquet on the 7th he and Premier Mussolini exchange pledges that their borders 
will remain inviolate. 

12. League Council decides that since about twenty League member states 
have already recognized Italy's sovereignty over Ethiopia, it was deemed ad- 
visable to leave full freedom to League members to extend recognition as they 
saw fit. Bolivia, China, New Zealand and Soviet Russia oppose the decision. 

12. Secretary Hull declares that the policy of the United States regarding rec- 
ognition of Italy’s sovereignty over Ethiopia remains unchanged. Finland extends 
recognition on the 15th, Norway on the 21st and Denmark on the 24th. 


June: 


4. Announced in Rome that Foreign Minister Ciano has asked Great 
Britain that the Anglo-Italian agreement of April 16 become operative with- 
out waiting for the termination of the Spanish civil war. 


July: 

14. A group of university professors urge the adoption of an “Aryan policy” 
in Italy aimed at the Jews and foreshadowing an anti-Semitic campaign there. 
On the 15th the government approves the temporary sequestration of the prop- 
erty of German Jews in Italy, while their liabilities toward Germany are ex- 
amined. Pope Pius XI strongly condemns the policy of “excessive nationalism” 
in statements on the 15th, the 21st and 29th. 

21. Portugal recognizes Italy's sovereignty over Ethiopia. 


August: 


3. Government bans foreign Jews from Italian schools. 
20. Fascist party and the Vatican reach an agreement to improve relations 
between the Church and the State. 


September: 


1. Government revokes citizenship acquired by Jews since January 1, 1919, 
and orders all Jews who have settled in Italy after that date to leave the country 
within six months. 


October: 


4. French Cabinet decides to recognize Italy's sovereignty over Ethiopia and 
on the 12th appoints an Ambassador to Italy to fill the post vacant for over two 
years. 

5. United States government formally demands that American Jews in Italy 
be not discriminated against. Assurances are received on the 17th that they 
will not be treated less favorably than other foreign Jews. 

6. Fascist Grand Council bans mixed marriages and approves other decrees 
placing restrictions on the Jewish population. 


November: 


2. The Anglo-Italian agreement, signed April 16 and later modified, is ap- 
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proved in the British House of Commons by a vote of 345 to 138. The House 
of Lords approves it on the 3rd by a vote of 55 to 6. The agreement will become 
operative on the 16th. 

7. Government bars Jews from membership in the Fascist party. 

12. Costa Rica recognizes Italy’s sovereignty over Ethiopia. Great Britain fol- 
lows on the 16th and France on the 19th. Attitude of the United States toward 
recognition remains unchanged. 

30. Violent anti-French demonstrations take place in the Chamber of Deputies 
when the members clamor for the return of Corsica, Nice and Tunisia. French 
Ambassador protests on December 2 against the incident, but is told that the 
government cannot be held responsible. A campaign for territorial revision at 
the expense of France is also started in the Italian press on December 1. 


December: 


16. Government establishes board to take charge of Jewish-owned property 
exceeding a fixed amount. Department of State in Washington announces on 
the 19th that it has been informed that rights of American citizens will be 
respected. 

17. Government advises France that it no longer considers the Anglo-French 
treaty of 1935 as valid, since it was never ratified by the French Parliament, 
and asks that new proposals be submitted. 

22. Canadian government announces that recognition has been extended to 
Italy's sovereignty over Ethiopia. 


REFUGEES 
See also Germany, Italy 
March: 


24. United States invites twenty-nine countries—Belgium, Denmark, France, 
Great Britain, Italy, the Netherlands, Norway, Sweden, Switzerland and the 
twenty American Republics—to join in the setting up of a committee to help 
political refugees from Austria and Germany. 


May: 


14. League Council adopts resolution providing for an autonomous office to 
take charge of all refugees. The Council also expresses its appreciation of the 
initiative taken by the United States in calling a world conference to study the 
problem. 


July: 
6-11. Conference to consider the refugee problem meets at Evian, France. 


Thirty-two countries are represented. A permanent Intergovernmental Com- 
mittee on Political Refugees is established. 


August: 


3. Intergovernmental Committee on Political Refugees resumes its sessions in 
London. 


November: 


18. President Roosevelt orders a six months’ extension of all “‘visitor’s visas” 
to help some 15,000 German and Austrian political refugees in the United States. 


December: 
14-17. Dr. Hjalmar Schacht visits London to confer with British officials 
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and with Mr. George Rublee, the head of the Intergovernmental Committee on 
Political Refugees, regarding the emigration of Jews in return for credits and 
trade concessions to Germany. The German proposals are not accepted, but Mr. 
Rublee is invited to visit Berlin for further discussions. 


Russia (U.S.S.R.) 
February: 


14. Joseph Stalin urges the workers of all countries to unite for defense and 
for political aid to the Soviet Union “in case of military attack.” On the 15th 
American Federation of Labor rejects collaboration with the Soviet Union. 


July: 


31. Fighting between Soviet and “Manchukuo” troops begins on a large 
scale in disputed border area. See Japan. 


SPAIN 

January: 

12. Austria and Hungary announce intention to extend recognition to the 
Insurgent régime. 

29. Loyalist government asks for an air truce and threatens to bomb city 
for city unless the Insurgent régime agrees to such a truce. 

31. General Franco, the Insurgent leader, abolishes the Jumta Tecnica, which 
heretofore ruled Insurgent Spain, and himself assumes the office of President. 

31. British steamer Endymion is sunk by an unidentified submarine off Spain; 
another British vessel, the Alciras, is sunk on February 4 by planes identified 
as belonging to the Insurgents. This renewal of “‘piracy” in the Mediterranean 
leads to instructions to British and French vessels patrolling the Mediterranean 
to fire at sight on any submarine operating in their patrol area. 


February: 


1. Representative Scott introduces resolution in the United States House of 
Representatives urging the imposition of an arms embargo on shipments of 
war materials to Italy and Germany for the duration of the Spanish civil war. 
No action is taken. Representative Scott and Senator Nye also introduce resolu- 
tions on April 5 and May 2 respectively calling for repeal of the Spanish arms 
embargo. No action is taken on either resolution. 

21. Italian government advises Great Britain that it accepts the British plan 
for the withdrawal of volunteers from Spain. Germany also accepts on the 24th. 


March: 


2. Soviet government advises the Chairman of the Non-Intervention Com- 
mittee that it accepts, with reservations, the British plan for the withdrawal of 
volunteers. 

16. British government rejects the French proposal for the abandonment of 
the non-intervention principle and joint Franco-British action to prevent a 
Mussolini-Hitler-Franco conquest of Spain, but pledges naval aid to France 
if her sea communications with her colonial possessions ate threatened in the 
Mediterranean, provided France maintains the non-intervention policy and keeps 
her borders closed to ‘‘munitions’” and ‘volunteers’ for the Loyalist government. 

17. French government closes the Hendaye-Irun border to the passage of 
merchandise from France. 

18. General Franco issues statement that “no inch of foreign territory will 
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be detached from Spain for the benefit of a foreign power’ after the complete 
victory of his forces. 

23. Pope Pius XI urges General Franco to halt the bombing of cities and 
civilians. 

27. Premier Mussolini warns France that intervention in the civil war on the 
Loyalist side will lead to a general conflict and again promises to abide by his 
agreement for the withdrawal of “volunteers’’ from Spain. 


April: 

6. Great Britain and France reject the appeal of the Loyalist government 
to abandon the non-intervention policy in Spain and to permit the government 
to purchase arms and munitions abroad and transport them to Spain through 
France. 

8. Rumania recognizes the Insurgent régime. 

16. On the signature of the new Anglo-Italian treaty Italy gives pledges to 
withdraw her troops from Spain at the termination of the civil war and disclaims 
all territorial or political designs on Spanish territory. 


May: 

9. Masters of twelve British steamers in Spanish waters protest to the British 
government against the ruthless and deliberate attacks on British ships. 

12. Portugal recognizes the Insurgent régime. 

13. By a vote of 4 to 2, with nine abstentions, League Council rejects the 
request of the Loyalist government that the foreign non-intervention issue be 
placed on its agenda. 

16. Full recognition is extended to the Insurgent régime by the Vatican. 


June: 


1. With the backing of the French government, Prime Minister Chamberlain 
proposes mediation to end the civil war. The Insurgent régime rejects the plan 
on the 4th. 

1. Insurgent régime and Czechoslovakian government announce intention to 
exchange agents to look after their mutual interests. 

3. Great Britain proposes the formation of an international commission to 
determine responsibility for the bombing of civilians and open cities and on the 
sth invites the United States to join in efforts to halt such bombings. Although 
the United States is reported to have expressed willingness to participate un- 
officially in such efforts, an official refusal is extended on the 24th because of the 
desire of the United States to remain aloof from the Spanish civil war. 

7. President Roosevelt threatens to revoke licenses of airplane pilots and 
mechanics enlisting abroad in a force in revolt against an established govern- 
ment. 

14. Following a new series of attacks on British ships off the Spanish coast 
and pressure brought upon the British government to prevent the recurrence of 
such attacks, Prime Minister Chamberlain advises the House of Commons that 
the government is not in a position to take any action without becoming involved 
in war. 

16. After Secretary Hull’s condemnation of aircraft exports to nations which 
use them to bomb civilians, Senator Pittman’s resolution condemning the bomb- 
ing of civilians is passed by the Senate. 

20. Italy expresses willingness to make a “token” withdrawal of her troops 
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in Spain, provided that the French government guarantees not to extend further 
aid to Loyalist Spain. 

24. Intimation by the Loyalist government to the British and French govern- 
ments that it will take retaliatory action against air raiders if bombings of open 
towns in Loyalist Spain do not cease, is interpreted in Italy as a threat against 
Italian cities and brings a sharp warning from Premier Mussolini of war-like 
measures if such a threat is carried out. 


July: 

3. Insurgent authorities maintain that ports are legitimate military objectives 
and propose to designate the port of Almeria as a neutral port in Loyalist Spain 
where non-military cargoes can be landed without fear of bombing by Insurgent 
planes. Great Britain rejects the proposal on the 6th. 

5. All nations represented on the Non-Intervention Committee approve the 
British plan for the withdrawal of foreign volunteers. The Loyalist government 
accepts the plan in principle on the 13th; the Insurgent government rejects it on 
August 21. 


August: 


10. Loyalist government requests the League of Nations to take action re- 
straining the Insurgent government from bombing civilians and open towns. 


September: 


1. British commission appointed to investigate air bombings in Spain reports 
that six Insurgent air raids on Loyalist towns were deliberate attacks on civilians. 

21. Premier Negrin announces at League Assembly session decision of his 
government to withdraw all foreign combatants on the Loyalist side and invites 
the arrival of an international commission of inquiry to check the numbers. 


October: 


8. General Franco announces that all Italian legionnaires with eighteen months’ 
uninterrupted service in Insurgent Spain will be withdrawn. 


November: 


24. Communiqué issued at conclusion of Prime Minister Chamberlain's and 
Foreign Minister Halifax's official visit to France announces that the British 
and French governments will not extend belligerent rights to Insurgent Spain 
until all nations concerned have withdrawn their nationals serving as volun- 
teers with both belligerents in the civil war. 

29. Belgium, Sweden and the Netherlands announce their resignation from 
the Non-Intervention Committee. Belgium also extends recognition to the In- 
surgent régime. 


December: 


9. Loyalist government appeals to British and French governments to use their 
influence with Germany and Italy to stop the bombing of civilians by Italian and 
German planes. 

19. Pan American Conferenee at Lima, Peru, declines to take up Cuban pro- 
posal, introduced on the 16th, calling for mediation in the Spanish civil war. 

21. Acting Secretary of State Sumner Welles announces that the Surplus 
Commodities Corporation will place 500,000 bushels of wheat for a nominal 
charge at the disposal of the American Red Cross for impartial distribution to 
both sides in the conflict. 
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FAR EASTERN AFFAIRS 


CHINA 


See also Sino-Japanese Dispute 
January: 
3. Dr. H. H. Kung succeeds Generalissimo Chiang Kai-shek as Premier and 
President of the Executive Yuan (Council), in order to relieve the Generalis- 


simo of civil administrative responsibilities and permit him to devote his time 
to the prosecution of the war with Japan. 


February: 


21. Central government protests to Germany against the recognition of 
‘“‘Manchukuo,” pointing out that Germany was one of the powers which had 
acknowledged formerly that the puppet régime in “Manchukuo” was a product 
of Japanese aggression. 


April: 


2. Kuomintang (Chinese Nationalist Party) Congress confers dictatorial 
powers upon Generalissimo Chiang Kai-shek for the duration of the hostilities 
with Japan. 


July: 
27. In a speech in the House of Commons Prime Minister Chamberlain an- 
nounces intention of the British government to render assistance to China, 


financially and otherwise, and to do everything possible to safeguard British 
interests in that country. 


December: 


15. United States extends through the Export-Import Bank a $25,000,000 loan 
to China for the purchase of farm goods and manufactured products. The loan 
is guaranteed by the Central Bank of China. On the 19th Great Britain an- 
nounces plans to lend £500,000 to China. Japanese press and officials sharply 
criticize the extension of American and British credits. 

19. Secretary of the Treasury announces that the United States will continue to 
extend credit to China by advancing her dollar exchange against Chinese gold 
reserves in the United States. 


JAPAN 


See also Sino-Japanese Dispute 
February: 


17. The supplementary war budget is officially fixed at 4,850 million yen. The 
normal expenditures of the army and the navy are covered by appropriations in 
the ordinary budget. 


March: 


16. The Diet passes the National Mobilization Bill authorizing the govern- 
ment to regulate all national resources in time of war. 

25. Dispute over salmon fishing in Alaskan waters between the United States 
and Japan is satisfactorily settled. 


May: 


12. German Foreign Office announces the signature of a treaty with “Man- 
chukuo” establishing diplomatic and consular relations between both countries. 
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26. Premier Konoye reorganizes his Cabinet; General Kazushige Ugaki suc- 
ceeds Koki Hirota as Foreign Minister. 


July: 

5. Italy signs a treaty of friendship, commerce and navigation with ‘“Man- 
chukuo” and Japan. 

11. Sporadic fighting breaks out on Soviet-Manchurian border. 


31. Large-scale fighting starts between Soviet and “Manchukuo” troops at 
Changkufeng in the disputed frontier area. 


August: 


4. Peace negotiations for the settlement of the Soviet-Manchurian border 


dispute are initiated by the Japanese Ambassador in Moscow. A truce is agreed 
upon on the roth. 


October: 


19. Poland recognizes government of ‘‘Manchukuo.” 


28. Former Foreign Minister Hachiro Arita, regarded as a moderate in China, 
again becomes the Foreign Minister. 


November: 


4. “Manchukuo” charges new Soviet armed incursions across her border. On 
the 13th it is also admitted in “Manchukuo” that Soviet forces occupied Chang- 
kufeng after the violent border clashes between ‘“Manchukuo’’ and Soviet troops 
in July and August. 


December: 


8. New serious dispute develops between Soviet Russia and Japan because 
of the former’s refusal to extend the Siberian fisheries convention unless Japan 
starts payments on the Chinese Eastern Railway, sold to “Manchukuo.” (On 
March 23, 1935, the Japanese government promised to codperate with Soviet 


Russia in collecting payment from “‘Manchukuo” for the Russian share in the 
Chinese Eastern Railway.) 


SINO-JAPANESE DISPUTE 
January: 


1. Municipal Council in the International Settlement at Shanghai announces 
that any person committing an offense against the armed forces in the Settle- 
ment area will be surrendered to the Japanese military authorities. Chinese 
government protests against this decision on the 5th. 

2. Reported from Hankow that Japanese peace terms calling for the re- 
pudiation of Communism, economic codperation with Japan, acknowledgment 
of China's financial liability for the cost of the war, the recognition of ‘“Man- 
chukuo” and the appointment of Japanese advisers, have been communicated 
to Generalissimo Chiang Kai-shek by the German Ambassador to China, and 
have been rejected. Tokyo reports on the 14th that a second peace offer has 
also been rejected. 

4. Japanese authorities in Shanghai present five demands to the Municipal 
Council in the International Settlement providing for the curbing of anti- 
Japanese acts. 


9. British government notifies United States and France that it will oppose all 
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Japanese demands designed to give the Japanese control over the International 
Settlement in Shanghai. 

14. United States consul at Nanking protests to Japanese authorities against 
the looting of American property by Japanese soldiers. 

16. Japanese government announces policy of establishing new administra- 
tions in China willing to adopt a pro-Japanese policy. It also pledges respect 
for foreign interests in China. 

17. United States protests to Japan regarding looting of American property, 
affronts to the American flag, etc., and requests that adequate measures be 
taken to prevent the recurrence of such incidents. 

18. Japanese government recalls its Ambassador from China and announces 
that the Chinese Ambassador to Japan will also withdraw. Both countries will 
be represented by their embassy courtsellors. 

20. British Labor Council demands that League sanctions be applied against 
Japan. 

21. New “puppet” provisional government at Peiping announces a series of 
tariff reductions affecting the North China and East Hopei area, which will 
chiefly benefit Japan. The tariff on certain articles which Japan cannot supply is 
quadrupled. 

25. Executive Council of the American Federation of Labor decides to abide 
by the resolution to boycott Japanese goods adopted in October, 1937, but 
declines to join organized labor in other countries in an economic alliance against 
Japan. 

31. United States Navy Department announces that 1,100 marines sent to 
China in August, 1937, will be withdrawn. 


February: 


2. League Council urges League members to give aid to China in accord with 
the recommendations of the Assembly on October 6, 1937. 

2. Japanese authorities send circulars to foreign powers suggesting the evacua- 
tion of their nationals from areas of hostilities in China. 

12. Japanese reply to United States note of January 17 states that incidents 
complained of occurred despite strict instructions to the military authorities, 
and promises that steps will be taken to safeguard American interests. 

25. Department of State rejects the Japanese suggestion of February 2 that 
American citizens leave the war area in China and serves notice that Japan will 
be held responsible for injuries or damages caused to Americans or their interests. 


March: 


22. United States submits to Japan a claim amounting to $2,214,007 as in- 
demnity for the sinking of the gunboat Panay in December, 1937. (Payment is 
made in full on April 22.) 

28. A so-called “Reformed Government of the Republic of China” is set up 
by Japanese military authorities at Nanking to exercise control over the Kiangsu, 
Chekiang and Anhwei provinces and to work jointly with the provisional govern- 
ment at Peiping. 


April: 


4. Soviet Foreign Commissar Litvinoff rejects Japanese protest regarding mili- 
tary aid extended by Soviet Russia to China. He denies that Soviet troops were 
sent to China and insists that Soviet Russia is entitled to supply munitions, since 
no official state of war between the countries has been announced. Japan rejects 
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the reply and protests again on the 5th. The Soviet government ignores the pro- 
test. 


May: 


2. Great Britain and Japan reach agreement on the servicing of debts secured 
by Chinese maritime customs. Chinese government protests to the British govern- 
ment against the agreement on the 6th declaring that it reserves itself full freedom 
of action in matters pertaining to the Chinese customs revenues. 

14. League Council adopts another resolution, with the Polish delegate alone 
abstaining from the voting, recommending that League members come to the 
aid of China. 

18. United States asks Japanese military authorities to permit Americans to 
reoccupy their properties in conquered Chinese cities. On the 31st Secretary Hull 
makes public another note protesting against their refusal. After a further protest 
on June 1 some missionaries are permitted to return to their properties. 

21. Chancellor Hitler calls home German military advisers to the Chinese 
government. 


June: 


1. Chinese government appeals to the League of Nations and to foreign 
powers to take action preventing Japan from bombing defenseless civilians in 
open towns. 

3. Mr. Sumner Welles, Acting Secretary of State, denounces Japanese bomb- 
ings of civilians. 

11. Japanese authorities warn all foreign shipping to avoid the Yangtze River 
above Wuhu and the town of Hukow. United States and British commanders of 
naval forces in the Far East reject the request. 

11. Secretary Hull reveals that American manufacturers have been urged to 
suspend the sale of American airplanes and war material to countries bombing 
civilians and open cities. 

13. United States representative on Advisory Committee on Opium Traffic at 
Geneva accuses Japan of deliberately flooding China with opium and heroin 
to overcome Chinese resistance. Japanese spokesman denies the charges, and the 
committee proposes to investigate. 

16. United States Senate adopts the Pittman resolution condemning “the 
inhuman bombing of civilian populations.” 

20. Japanese government requests foreign envoys to advise their governments 
to evacuate their nationals within a wide area as a precautionary measure, since 
it could not assume responsibility for the protection of foreigners and their prop- 
erty in the war zone. 

24. Following incidents involving the slapping of American citizens by Japa- 
nese sentries, Japanese authorities at Shanghai issue a memorandum to the 
foreign press declaring that in regions under their control Japanese and not 
Chinese law prevails and that consequently foreigners in these regions are not 
entitled to extraterritorial privileges. United States Department of State protests 
against this stand. 

27. Great Britain and France warn Japan that occupation of the strategic 
Island of Hainan may produce “undesirable complications.” 


July: 


4. French troops occupy the Paracel Islands claiming that these islands have 
been a part of Annam for over a century. Tokyo press claims that the occupation 
is illegal and “violates the sovereignty and territorial integrity of China.’” On 
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the 7th Japanese government also protests to the French government against the 
occupation. 

9. Japanese military authorities warn all foreigners to evacuate the Yangtze 
River battle area. The warning is repeated on the 11th. 


August: 


16. International Settlement authorities accuse Japanese of aiding terrorist 
activities and violating the neutrality of the Settlement. Further charges are 
made by the Settlement authorities on the 20th, when it is alleged that most 
acts of terrorism within the Shanghai area were performed by the Japanese. 

26. United States protests to Japan against the bombing and machine-gunning 
of a Chinese civil passenger plane piloted by an American. The protest is re- 
jected on the 31st on the ground that the incident did not involve a third power 
and that the attack was justified. 


September: 


6. Chinese delegate to the League of Nations charges that Japan is using 
poison gas in China. 


11. Chinese government requests the League Council to press for action against 
the Japanese invasion of China. 

19. Following Chinese delegate’s request to apply Article XVII of the 
Covenant to end the war in China, to embargo arms to aggressors and to pre- 
vent Japan from bombing open Chinese towns, League Council invites Japan 
to accept membership obligations under that article. When Japan declines the 
League Council on the 28th authorizes the employment of sanctions against 
Japan at the discretion of each member. On October 3 Japan warns that she 
will adopt counter-measures if sanctions are imposed against her. 


October: 


6. In a strongly worded note United States requests Japan to cease interfer- 
ence with American rights in Manchuria and China and insists that the “Open 
Door” policy be maintained. 

12. American Federation of Labor votes to continue the boycott on Japanese 
goods. 

21-22. Japanese troops occupy Canton. 

22. Japanese naval authorities in the Hankow region warn foreign ships 
to move ten miles upstream; United States and British naval authorities refuse 
to comply. 

24. Japanese authorities close the Yangtze River to navigation above Hankow. 

25. Japanese troops occupy Hankow after the Chinese abandon the city ‘‘for 
strategic reasons.” 

28. Japanese Prime Minister warns the French Ambassador in Tokyo that 
unless steps are taken immediately to stop the transportation of arms and 
munitions to China through French Indo-China, Japan may be compelled to 
“take such measures as she deems necessary.” 


November: 


3. Japanese Prime Minister announces Japan's intention to introduce a new 
order in East Asia—politically, economically and culturally—designed to insure 
permanent stability and to coérdinate China and “Manchukuo,” and advises 
other nations to adapt themselves to the new order. 

4. Following intimation by Japanese spokesman that the Nine Power Treaty 
is obsolete, Secretary Hull announces that the policy of the United States in the 
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Far East remains unchanged and that the United States will insist on the mainte- 
nance of her treaty rights. 

7. Japanese government announces the formation of the Central China De- 
velopment Company to take care of the reconstruction of the war-ravaged areas 
of Central China. 

7. Great Britain, France and the United States protest to Japan against the 
closing of the Yangtze River to all but Japanese traffic. Japan rejects the protests 
on the 14th on the ground that the river is not yet safe for commercial craft. 

18. In reply to United States note of October 6 regarding the maintenance 
of the “Open Door” in China, Japan insists that the “principles of the past” 
no longer apply to affairs in China and denies all violations of American 
business and property rights. On the 22nd Secretary Hull indicates that the 
Japanese reply is diametrically opposed to the position which the United States 
has taken throughout history not only concerning China but all other countries. 


December: 


9. Japanese Foreign Minister warns United States and British ambassadors in 
Tokyo that the new China will abrogate the Nine Power Treaty. 

10. United States Munitions Control Board reports that no arms licenses for 
munitions shipments to Japan were issued in November. 

22. Japanese Prime Minister outlines Japan’s conditions for peace with China. 
Generalissimo Chiang Kai-shek rejects these terms on the 27th. 

31. In a new note to Japan the United States rejects her reply of November 
18 regarding the Open Door and other controversial matters. 


INTERNATIONAL FINANCE 
January: 


27. Wan Zeeland report, made public, recommends a five-power conference, 
an international monetary standard and elimination of exchange controls. 


February: 


14. United States Secretary of the Treasury announces revision of the gold 
“sterilization’’ program, retroactive to January 1, 1938. The new ruling calls 
for the “sterilization” of all gold imports over and above $100,000,000 in any 
one quarter. 

23. Department of State publishes the text of an arrangement proposed by 
the Hungarian government for the refinancing of its relief indebtedness to the 
United States. President Roosevelt submits the proposal to Congress on March 28. 


March: 


1. United States Secretary of the Treasury announces the extension of the 
silver purchase agreements with Canada and Mexico through the month of March. 

18. Bank of Mexico suspends the sale of gold dollars and foreign exchange 
resulting in a heavy run on the bank's deposits. 

27. United States Secretary of the Treasury announces the suspension of 
silver purchases at a fixed price from Mexico as of April 1, 1938. 


April: 


6. The United States government notifies Germany that she will be held 
responsible for Austria's debt to the United States amounting to $64,493,480. 

18. United States Secretary of the Treasury announces that the government 
has abandoned the “‘gold sterilization” program. 
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May: 


4. French government decides to stabilize the franc, within the framework of 
the Franco-British-American monetary pact, at 179 francs to the pound and 
35.8 francs to the dollar. 


June: 


9. United States rejects contention of the German government that it is not 
responsible for the debts of the Austrian government. 

11. Guarantor powers of Austrian loans—Great Britain, France, Belgium, 
Czechoslovakia, Denmark, the Netherlands, Sweden and Switzerland—decide 
at London meeting to address a united protest to the German government re- 
questing that it reconsider its former denial of responsibility for the obligations 
of the Austrian government. Italy, though a guarantor, did not send a repre- 
sentative to the meeting. 


July: 
1. British government announces the conclusion of a new pact with Germany 
dealing with service on the Austrian debt and loans to the Reich government. 


August: 


3. Announced in Paris that an agreement has been reached with the German 
government whereby it will reimburse France for all costs incurred for her 
guarantee of the Austrian loans. 


November: 


12. French government issues thirty decrees to promote financial and eco- 
nomic recovery, which include legislation for the revaluation of the gold stock 
of the Bank of France. The new rate was set at 170 francs to the British pound 
sterling and 37.69 francs to the dollar. 


December: 


19. Secretary of the Treasury announces that the United States will continue 
to extend credit to China by advancing dollar exchange to the Central Bank of 
China against Chinese gold reserves in the United States. 

20. British government restores restrictions on foreign commercial loans to 
ease the drain on the gold reserves of the Bank of England. 

27. French Foreign Minister Bonnet announces that a group of Swiss and 
Dutch banks have agreed to float a French government loan for the conversion 
of foreign railway bonds. 

31. President Roosevelt proclaims the continuation of the government's silver 
purchasing program until June 30, 1939. Newly-mined domestic silver will hence- 
forth be purchased at the net price of approximately 64.64 cents an ounce, 
compared with a previous price of 77.57 cents. 


LATIN AMERICAN AFFAIRS 


GENERAL 
January: 


18. Provisional military government of Ecuador orders the expulsion within 
thirty days of all alien Jews not engaged in farming pursuits. 

31. Representatives of Haiti and the Dominican Republic sign an agreement 
for the settlement of the dispute due to slaying of Haitians in Dominican 
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border towns in October, 1937. The Dominican Republic agrees to pay an 
indemnity of $750,000 in five annual instalments. 


February: 


2. Ecuador continues campaign against foreign corporations operating in the 
country. A mew decree orders them to increase the wages of their workers 
by 10 to 15 per cent and to allot full-pay pensions to workers who have served 
for a period of twenty years. The decree chiefly affects American and British 
companies. 

20. President Roberto M. Ortiz of Argentina is inaugurated. On the 22nd 
censorship is abolished throughout the country. 

21. Ecuador decrees that all contracts can be revised if they prove to be 
detrimental to the interests of the country. 

26. President Roosevelt appoints an Interdepartmental Committee to study 
methods of combating foreign propaganda broadcasts in Latin America. 


April: 


5. President Roosevelt recommends legislation to permit the lending of 
officers and employees of the government to South American countries for aid 
in highway construction, public health work, and the solution of other problems. 

7. In a speech on Pan-American Day Secretary Hull stresses the fact that 
the good-neighbor policy is reciprocal. 

14. In an address before the Governing Board of the Pan-American Union 
President Roosevelt warns totalitarian countries that the United States will not 
permit them to imperil peace in the Western Hemisphere. 


May: 


1. Dr. Eduardo Santos is elected as President of Colombia. He is inaugurated 
on August 7. 


June: 


18. After a border dispute between Ecuador and Peru, which results in a 
number of casualties, both governments agree to negotiate a settlement. 

19. Uruguay returns to a democratic constitutional form of government after 
the inauguration of General Baldomir as President. 


August: 


6. Export-Import Bank of Washington concludes an arrangement with the 
government of Haiti under the terms of which it will discount the notes of 
the Haitian government for a $5,000,000 public works project. 

8. Entire Cuban Cabinet resigns. A new Cabinet is appointed on the roth. 
President Laredo Bru described the resignation as a reorganization measure. 

15. Panama and Costa Rica agree to a settlement of their long-standing 
boundary dispute. 

23. Costa Rican President signs decree for the sale of bonds to pay for the 
expropriation of properties belonging to the Costa Rican Electric Light and 


Tractor Company, Ltd., an organization controlled by the Electric Bond & Share 
Company. 


September: 


5. Government forces in Chile crush an unsuccessful Nazi uprising. On the 
13th martial law is declared throughout the country and extraordinary powers 
are granted to the President for a four months’ period to deal with the situation. 
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5-8. At Latin American Labor Congress in Mexico City a permanent federa- 
tion of Latin American workers is formed which aims to win full economic and 
political autonomy for Latin American nations and to combat Fascism in all its 
forms. 


7. Argentina and Bolivia ratify treaty defining the boundary between both 
countries. 


October: 


4. Peru and Ecuador break off negotiations for the settlement of their boundary 
dispute. On the 12th Ecuador requests the Presidents of Argentina, Brazil, Chile, 
the United States and Uruguay to mediate. President Roosevelt accepts on the 17th. 

4. Costa Rica and Panama sign the agreement calling for the settlement of 
their boundary dispute, but its ratification encounters delay. 

25. Sefior Aguirre Cerda—a Radical supported by Socialists, Communists and 
the Democratic Party—is elected President of Chile. 


November: 


9-20. Colonel Fulgencio Batista, Chief of Staff of the Cuban army and the 
real ruler of Cuba, visits the United States. 

10. Interdepartmental Committee established in Washington to draw up a 
concrete program for collaboration with other American republics, as suggested 
by President Roosevelt in Buenos Aires in 1936, reports its findings to the 
Department of State. 

18. Costa Rica gives preference in the purchase of foreign exchange to coun- 
tries with which she has a favorable trade balance. Italian and Japanese goods are 
practically excluded under the new regulations. 

25. Bolivian government proclaims a state of siege throughout the country 
after an unsuccessful Leftist revolt. 


December: 

1. Provisional President Manuel Maria Borrero of Ecuador resigns and is 
succeeded by Aurelio Mosquera. 

11. Ecuadorean Congress passes a law establishing a government monopoly 
for the sale of petroleum and its derivatives for domestic consumption. The law 


does not include the acquisition of oil properties, but is similar to the law in 
effect in Costa Rica. 


BRAZIL 
January: 
4. President Vargas decrees the dissolution of cultural, sports or beneficent 
associations found to be holding meetings for political purposes. 
14. Bank of Brazil and American Chamber of Commerce in Rio de Janeiro 


sign an agreement designed to facilitate dollar payments to United States ex- 
porters. 


February: 
17. An official decree bans all foreign-directed political groups in the country. 
March: 


18. Fascist plot to assassinate President Vargas is discovered by the police, 
and approximately 1,000 arrests are made. 
29. State of Rio Grande do Sul bars all foreign schools and takes over all 
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private schools operated by German, Italian and Polish groups. Another decree, 
issued on April 9, bars the teaching of foreign languages in all public schools. 
April: 

16. President Vargas issues decree amending the Mining Code so that agree- 
ments may be entered into with foreign companies to develop petroleum deposits. 
On the 24th all subsoil deposits are declared government property. 

18. President Vargas bans all foreign political propaganda throughout the 
country. Foreign organizations are permitted to operate only as cultural, sport 
or aid societies. 

29. Government makes the petroleum industry a public utility. 


May: 
11. Integralista (Fascist) revolt against the Vargas régime is crushed. 
June: 


3. Government temporarily suspends all cotton exports to Germany, charging 
that she has resold purchases for gold and at higher prices. 

9. The law defining grounds for the expulsion of foreigners goes into effect. 

22. Bank of Brazil temporarily suspends purchases of German compensated 
marks, Trade with Germany in compensated marks is resumed on November 12. 


July: 

6. As a result of the decree banning political activities of foreigners in 
Brazil, many Germans and Italians leave the country, blaming the United States 
for the action taken against them. 

12. Germany suspends all purchases from Brazil because of the Bank of 
Brazil's refusal to accept compensated marks. The trade dispute is satisfactorily 
settled when the Bank of Brazil agrees to accept compensated marks for certain 
specified products. 


October: 


15. As a result of propaganda in Brazil attributed to the German Ambassador, 
Dr. Karl Ritter, on a vacation in Germany, Brazilian government advises German 
Foreign Office that his return is not desired. Germany retaliates by requesting 
that the Brazilian Ambassador in Berlin be recalled. 


December: 

1. Several foreign schools engaged in anti-Brazilian propaganda are closed by 

order of the government. On the 29th other schools are closed. 
CHACcO DIsPUTE 
April: 

10. Representatives of Argentina, Brazil, Chile, Peru, the United States and 
Uruguay attempt to settle new disagreements between Bolivia and Paraguay. 
May: 

25. President Roosevelt urges the Presidents of Bolivia and Paraguay to 
accept the peace proposals of the six-power neutral commission. Both reply on 


June 3, but peace is again compromised when Bolivia rejects Paraguay’s counter- 
proposals on June 25. 
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July: 
21. Bolivia and Paraguay sign the treaty terminating the dispute. 
August: 


9. The peace treaty is approved in Paraguay by a plebiscite; it is also 
ratified in Bolivia by a Constitutional Assembly. Ratifications are exchanged by 
both countries on the 29th. 


October: 


10. Arbitral award of the Presidents of Argentina, Brazil, Chile, Peru, the 
United States and Uruguay defining the frontier between Bolivia and Paraguay 
brings a final solution to the Chaco dispute. 


November: 


26. Bolivia and Paraguay resume diplomatic relations. 


MEXICO 
January: 


2. President Cardenas abrogates the so-called Morrow-Calles oil agreement 
with the United States and announces that American companies will be per- 
mitted to hold their concessions only if they agree to pay royalties to the 
government. 

6. Mexican Federal Board of Conciliation and Arbitration grants a temporary 
stay to the American and British oil companies, effective until the Mexican 
Supreme Court rules as to whether a permanent injunction shall be granted 
against the board’s wage award. 

8. Mexican Minister of Finance announces that the peso has been stabilized 
with the help of silver purchases made by the United States Treasury. 

19. Mexican Federal board rules that the American and British oil companies 
operating in Mexico are to pay the wage increases ordered by the board on 
December 18, 1937, or face the legal consequences. 

19. Government raises tariffs on major imports from the United States 100 
to 200 per cent. On the 20th United States Ambassador Daniels protests against 
the increases, contending that they are contrary to the spirit of the Buenos Aires 
Conference, which Mexico was pledged to support. 


March: 


1. Mexican Supreme Court rejects the appeal of the foreign oil companies 
for an injunction against the ruling of the Federal Board of Conciliation and 
Arbitration. 

3. Following statement by the foreign oil companies that they are unable to 
comply with its ruling, the Federal board threatens to seize their bank deposits. 

14. Federal board demands that the foreign oil companies pay within twenty- 
four hours the wage increases ordered by the Supreme Court. The companies 
again advise the board on the 15th that they cannot comply. 

18. President Cardenas decrees the expropriation of the properties of the for- 
eign oil companies. 

22. Dispossessed oil companies file a brief with Secretary Hull charging denial 
of justice in the wage controversy and ask that the United States government 
make representations to the Mexican government on their behalf. 

23. Great Britain makes representations to the Mexican government on behalf 
of the British oil interests in Mexico over the expropriation of their properties. 
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27. United States Secretary of the Treasury announces that the United States 
will suspend its silver purchases at a fixed price from Mexico as of April 1. 

29. United States Ambassador Daniels submits note requesting that the Mexi- 
can government make effective compensation for certain expropriated American 
properties. 

April: 

1. In reply to the American note President Cardenas promises full payment 
for all expropriated properties and declares that “the Mexican government will 
know how to honor its obligations of today and its obligations of yesterday.” 

4. American and British oil interests in Mexico petition the District Court 
for an injunction against the enforcement of the expropriation decree. 

6. President Cardenas declares that 20 per cent of the amount realized from 
the sale of oil will be set aside for payment of the expropriated oil properties. 
The British and American companies reject the plan on the 7th. 

8. Great Britain again protests to Mexico, requesting the return of the ex- 
propriated properties. Mexican government rejects the demand on the 12th. 
This brings a further note from Great Britain on the 21st, asserting the right 
of the British government to intervene in behalf of British interests in Mexico. 

13. President Cardenas orders that a valuation be made of the expropriated 
properties. 

15. Foreign oil companies ask an injunction against the government's Pe- 
troleum Export Commission, asserting that Article 27 of the Mexican Consti- 
tution guaranteeing private rights makes the establishment of such an organization 
illegal. 

15. Government repeals the 3 per cent surtax on imports collected heretofore 
by Mexican consuls abroad before the shipment of goods to Mexico. 

16. Government announces the establishment of a national sugar codperative 
to handle all sugar refining in Mexico, to fix prices for the product and other- 
wise control the industry. 


May: 


13. Government severs diplomatic relations with Great Britain because of 
her “unfriendly” attitude in regard to the expropriation of British-owned oil 
properties. The British government recalls its Minister on the 14th. 

18. The government-controlled National Petroleum Administration announces 
that it has completed contracts for oil amounting to $2,257,556, and that one 
million barrels have been shipped in fourteen tankers during the month to 
various parts of the world. 

21. Government announces the conclusion of a barter deal with Sweden, 
under the terms of which Mexico will exchange petroleum and other Mexican 
products for Swedish products. 


June: 


7. Mexican Federal District Court upholds the legality of the expropriation 
law and refuses an injunction to the foreign oil companies. 

15. Reported in Mexico City that the government has made arrangements 
through W. R. Davis & Co., of New York, to export $10,000,000 worth of oil 
to Germany within a six months’ period and that Germany would pay for the 
purchase 60 per cent in machinery and 40 per cent in cash. 

23. Mexican Supreme Court grants the oil companies leave to appeal from the 
decision of the District Court. 
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July: 


11. Mexican labor unions take over fifteen mining properties for operation, 
including five properties owned by American companies. On the 15th it is an- 
nounced in Mexico City that the United States Ambassador has protested. 

19. President Cardenas declares that the United States has not submitted 
any demands to Mexico requesting compensation for expropriated oil properties 
and again offers to pay 20 per cent of the sale of the proceeds to the foreign oil 
companies. 

20. President Cardenas decrees joint government-labor direction of all expro- 
priated oil properties, the government having the deciding vote. A corporation, 
the Petréleos Mexicanos, is to take the place of the administrative council 
created at the time of expropriation. The National Petroleum Administration, 
developing properties owned by the government, will continue to operate as a 
separate organization. 

21. In a protest note the United States Department of State calls the atten- 
tion of the Mexican government to the fact that it has expropriated since 1927 
approximately $10,000,000 worth of farm land without making payment for 
such seizures and proposes arbitration under the terms of the 1929 Inter-American 
Arbitration Treaty. 

26. Mexican Supreme Court denies the petition of the foreign oil companies 
for an injunction against the seizure of their properties. 


August: 


3. Government rejects the United States proposal to submit to arbitration by 
an international commission the controversy involving expropriated American- 
owned lands. It insists that the time and manner of indemnification is subject to 
Mexican law only. 

22. United States again protests to Mexico regarding the land controversy, 
reiterating the demand for prompt and adequate compensation and renewing 
the proposal for arbitration of the dispute under the terms of the 1929 arbitra- 
tion treaty between the United States and Mexico. 


September: 


1. Mexican government rejects second United States proposal for arbitration 
and payment of the expropriated agricultural properties and characterizes the 
position taken by the United States as an attempt to impose the will of a 
strong nation upon a weak one; it also reiterates Mexico's intention to act in 
accordance with her domestic laws only, but expresses willingness to accept 
bilateral negotiations under the terms of the Gondra Treaty. 

5. The National Petroleum Administration completes its first direct oil barter 
deal with Germany. Uruguay also concludes a contract at cut prices. 

6. Mexican Supreme Court rules that the foreign oil companies owe their 
workers their discharge pay, although their properties have been expropriated. 

10. In a speech at the International Congress against War and Fascism in 
Mexico City, President Cardenas urges the Latin American nations to fight against 


imperialism and strongly criticizes the United States for the attitude taken toward 
smaller neighbors. 


October: 


11. Mexican Eagle Company attaches oil in France shipped from its expro- 


prtiated properties in Mexico. The attachment is upheld by the Havre courts on 
the roth. 


22. President Cardenas invites the foreign oil companies to deal directly with 

















APPENDICES 415 


the Mexican government for a settlement of their expropriated properties under 
Mexican law instead of working through diplomatic channels; he again pledges 
that payment for the expropriated properties will be made. 

22. President Cardenas announces that the government does not intend to 
expropriate properties in other foreign industries. 

25. The Ministry of National Economy declines to consider the appeal of 
the foreign oil companies for a revocation of the expropriation decrees. 

25. The expropriation of approximately 500 acres of American-owned resi- 
dential land in the capital and 45,000 acres of farm land is reported from Mexico. 

27. President Cardenas announces the suspension of seizures of American- 
owned farm lands pending a settlement of the agrarian debt question. 

28. The National Petroleum Administration announces the conclusion of 
large oil-barter deals with Italy and Brazil. 


November: 


8. Government of the Netherlands announces that it has sent several notes 
to the Mexican government, the last on October 27, demanding immediate pay- 
ment or the return of the expropriated oil properties controlled by Dutch in- 
terests. 

12. Government announces the conclusion of an agreement with the United 
States under the terms of which it will pay an initial compensation of $1,000,000 
by May, 1939, for expropriated American-owned farm lands. The agreement is 
ratified by the Mexican Congress on December 27. 

21. President Cardenas appeals to Mexicans to renounce their claims to com- 
pensation for expropriated farm lands to which they are entitled under the 
government's agrarian program, to enable the government to meet its obliga- 
tions toward the United States for expropriated properties. Only a few respond 
favorably to his plea. 

24. Government decrees the seizure of 2,014,000 acres of undeveloped 
American-owned oil Jands in Northeastern Mexico. 


December: 


8. Government signs barter agreement with Germany for $17,000,000 worth 
of petroleum from expropriated American and British properties in exchange 
for German machinery and other products. 

9. United States Ambassador Daniels confers with President Cardenas and 
expresses his government's concern at the increasing rate of sales of expropriated 
oil to European countries. 

9. Expropriation of properties of American sugar company in Sinaloa begins. 

27. Chamber of Deputies passes an amendment to the Mexican Constitution 
providing that the exploitation of oil and hydrocarbides shall no longer be a 


matter of concessions for private companies but handled directly by the gov- 
ernment, 


PAN AMERICAN CONFERENCE 
December: 


8. In a statement at Lima, Peru, preceding the opening of the conference, 
Secretary Hull opposes the regional solution of world problems. 

9. Conference opens at Lima, Peru, with addresses by President Benavides and 
Secretary Hull. 

13. Mexico submits a plan for defining the limits of protection to foreign 


investors. (This question is later referred to experts for report at the next con- 
ference in 1943.) 
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14. The defense plan for the Americas submitted by the United States is 
shelved and a mild substitute drafted by Argentina. 

15. Argentina opposes the United States proposal for the establishment of a 
consultative body with the Foreign Ministers acting as members and also opposes 
a compromise measure submitted by Chile. United States proposes the merging 
of the eight peace pacts. 

17. United States proposes a solidarity convention among the Americas. 

19. Conference committee rejects Cuban proposal for mediation in the Spanish 
civil war. 

20. Argentina rejects United States proposal for a solidarity convention 
among the Americas and a deadlock results when Secretary Hull declines to 
make further concessions. 

22. Conference adopts resolution denouncing racial and religious persecution. 

22. Conference declines to define aggressors and reaffirms its adherence to 
the principle of non-recognition of territory acquired by force. 

23. Conference unanimously agrees to recommend legislation by all the 
American governments denying to foreigners resident in their countries political 
rights accorded to them by their countries of origin and pretended claims to rights 
as minorities. 


24. Conference passes resolution calling for elimination of restrictions to 
trade. 

24. All the American republics sign the new unity plan, submitted by Argen- 
tina on the 21st, and designated as the ‘Declaration of Lima’ or “Declaration 
of Solidarity.” An eight-point program to strengthen the declaration is also 
adopted, under the terms of which the twenty-one countries represented agree 
that in any problem involving the peace and security of any one of them, such 
problem will immediately become the problem of all, each government acting 
independently as a sovereign state. 

27. Final act embodying the 110 resolutions acted upon during the confer- 
ence is signed, and the conference adjourns. 


LEAGUE OF NATIONS 
January: 


27. At meeting of the League Council the powers represented reaffirm their 
faith in the principles of the Covenant, though it is generally recognized that 
the field within which the League can work effectively is at present limited. 


February: 


1. The Committee for the Application of the Principles of the Covenant sends 
all the data submitted for the reform of the League to the Assembly for con- 
sideration at the regular September session. 


May: 


25. Withdrawal of Guatemala from League membership becomes effective 
after fulfillment of all obligations toward the League. 


June: 
2. Chile announces that she is withdrawing from League membership. 


July: 


12. Venezuela advises the League Secretariat of intention to withdraw from 
membership. 
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August: 


11. Poland announces intention to withdraw from membership of the Council 
of the League after expiration of her term in September. 


September: 


30. League Assembly adopts report advocating the application of sanctions 
only at the discretion of League members and separating the League Covenant 
from the Treaty of Versailles. It also invites non-member states to make sug- 
gestions for the best methods of collaboration with the League. 


November: 


3. League Council publishes note from Japan announcing severance of all 
remaining ties with the League. 


NATIONAL DEFENSE 


GENERAL 
January: 


20. French government codrdinates its entire defense system—the army, navy 
and air force—under Edouard Daladier, the Defense Minister. 

28. President Roosevelt sends a special message to Congress recommending 
the strengthening of the national defense system, particularly additional naval 
construction. Bill along the lines of the President's recommendations is introduced 
in the House of Representatives by Representative Vinson. 

31. German government announces the establishment of a Council of Defense 
Economy, composed of industrialists and technical experts, who are to codperate 
with the Ministry of War and with the chiefs of the other defense units. 


February: 


18. Netherlands Parliament approves the national defense bill appropriating 
110,000,000 florins for national defense expenditures against 30,000,000 florins 
spent for such purposes in the preceding year. 


March: 


2. British government issues White Paper estimating the outlay for national 
defense for the three combined services of the country—the air force, army and 
navy—for the fiscal year 1938-1939 at £343,250,000. This amount excludes 
estimates for new naval construction, which will be covered by supplementary 
estimates. The defense program is approved in the House of Commons by a 
vote of 347 to 133. 


18. Government of the Netherlands increases its army by approximately 20 
per cent (from 26,000 to 31,000 men). 
April: 


28. Great Britain and France agree on terms of a defensive alliance provid- 
ing for military codrdination, the pooling of all supply purchases and a unified 
command in time of war. 

May: 


3. Premier Daladier of France decrees the issuance of a new defense loan 
covering an expenditure of 4,712,500,000 francs during the current fiscal year 
to strengthen the national defense system. The loan is oversubscribed. 

6. Italy makes pre-military training compulsory for all boys from the age of 
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eight until they are called to the colors at twenty-one. The law also rules that 
every male capable of carrying arms becomes a soldier at eighteen and is liable 
to military service until he is fifty-five. 

17. French government decrees the reorganization of the colonial defense 
system providing for the doubling of the number of native troops. (The colonial 
army comprised formerly 60,000 natives and 40,000 Europeans.) This decision 
is strongly criticized in the Italian press on the 19th. 


June: 


9. Great Britain announces plans to purchase 400 warplanes in the United 
States. 

13. President Roosevelt signs the army appropriation bill providing the sum 
of $459,000,000 for military defense. 

17. French Parliament passes a measure calling for the conscription of the 
entire nation in time of war and the nationalization of all profits arising from 
the production of munitions and war materials. 

28. British War Minister announces plans for increasing the anti-aircraft per- 
sonnel from 43,000 to 100,000 men. 


July: 


15. British House of Commons approves a new armaments bill appropriating 
£350,000,000 for national defense purposes. 


November: 


30. Prime Minister Chamberlain reaffirms the government's determination to 
build up Great Britain’s air force to parity with that of any power within 
striking distance of the British Isles. 


December: 


1. British government plans a voluntary national register for civil defense. 
27. President Roosevelt announces plan for the annual training of 20,000 
civilian air pilots, to become military pilots in time of war. 


NAVAL 
January: 


7. Premier Mussolini announces naval plans calling for the construction of 
two new 35,000-ton battleships, twelve scouting cruisers and an unstated num- 
ber of submarines. 

15. Soviet Premier Molotov states that because of Italy’s and Japan’s naval 
plans his government will build larger and more powerful warships. 

20. Japanese Naval Office spokesman denies that Japan is building 43,000- or 
45,000-ton battleships, but refuses to reveal the government's building plans. 

28. President Roosevelt sends a special message to Congress asking that the 
United States naval building program be increased by 20 per cent in view of the 
increasing armaments of other nations. 


February: 


5. United States, Great Britain and France request that Japan state whether she 
is building or intends to build battleships of a size exceeding the treaty limits. 

12. Japan declines to give the information desired by other naval powers, 
but intimates that if they build larger ships, she will do likewise. 

14. British naval base in Singapore is formally inaugurated. Three United 
States cruisers are present at the ceremonies. 
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March: 


17. British House of Commons passes the naval appropriations for the fiscal 
year beginning April 1, 1938, totalling £123,707,000, with further estimates 
yet to be presented. 

31. Great Britain, France and the United States announce that they will 
invoke the “escalator” clause in the London Naval Treaty of March, 1936, in 
order to build battleships exceeding the 35,000-ton limit. France announces on 
April 1 that she will not build larger ships as long as other continental powers 
do not exceed the limits of the treaty. 


April: 


25. President Roosevelt signs the regular naval appropriation bill allotting 
$546,866,494 for the fiscal year beginning July 1, 1938; this exceeds by 


$20,323,186 the amount appropriated for the Navy Department for the current 
fiscal year. 


May 4 


17. President Roosevelt signs the naval expansion bill authorizing an in- 
crease of approximately 20 per cent in the naval tonnage during the next six 
or eight years and leaving it to the President to decide whether the new 
battleships shall exceed the 35,000-ton limit. 


June: 


30. United States, Great Britain and France sign a protocol providing for an 
increase of battleship tonnage from 35,000 to 45,000 tons. The existing maxi- 
mum gun caliber of 16 inches is unchanged. The protocol further stipulates that 
the 35,000-ton limit will only be exceeded if another power goes beyond that 
limit. Great Britain also signs a protocol with Germany to bring the Anglo- 
German agreement into line with the new limit; she also signs a similar agree- 
ment with Soviet Russia on July 6. 


December: 


2. Italy and Great Britain sign an agreement under which Italy accepts the 
limitations on gun calibers for naval craft stipulated in the 1936 London Naval 
Treaty. 

8. Germany's first aircraft carrier, the Graf Zeppelin, is launched at Kiel. 

8. The Italian navy is allotted a total of 2,812,650,000 lire for the fiscal year 
ending June 30, 1939, representing an increase of 45 per cent over the original 
estimate. 

21. Representatives of Great Britain, Denmark, Finland, Norway and Sweden 
sign a naval agreement along the lines of the 1936 London Naval Treaty. 

23. United States Navy Department announces that beginning January 6, 
1939, the squadron temporarily assigned to Atlantic waters will remain until 
further change on the eastern coast. 

30. Germany notifies Great Britain of her intention to build submarines up 
to parity with Great Britain in accordance with the terms of the Anglo-German 
naval agreements of June 18, 1935, and July 17, 1937. 


NEUTRALITY 
January: 


10. House of Representatives, by a vote of 209 to 188, refuses to take the 


Ludlow war referendum resolution out of committee for consideration on the 
floor of the House. 
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February: 


8. Secretary Hull categorically denies that there is any agreement, understand- 
ing or other arrangement with Great Britain or any other foreign government for 
the prosecution of a joint foreign policy. 


August: 


18. On a visit to Canada President Roosevelt pledges the aid of the United 
States to Canada if a foreign power should threaten her soil. 


TARIFFS 
UNITED STATES 
January: 


6. Department of State announces that a provisional trade agreement has 
been signed with Chile pending the conclusion of a permanent treaty and that 
the principle of the most-favored-nation treatment has been embodied in the 
provisional agreement. 

7. Secretary Hull issues formal notice of intention to negotiate a trade agree- 
ment with Great Britain and the British Colonial Empire. 

21. Department of State announces the establishment of mixed committees 
of private interests in both the United States and Brazil to study the operation 
of the Brazilian trade agreement with the United States; both committees are 
to report their findings to their respective governments. 

27. Most-favored-nation treatment is restored between the United States and 
Australia. 

28. Secretary Hull announces intention to negotiate a new reciprocal trade 
agreement with Canada. 


March > 


7. A reciprocal trade agreement is signed between the United States and 
Czechoslovakia; President Roosevelt proclaims the agreement on the 15th, and 
it is to become provisionally effective on April 16. 

10. Department of State announces that certain provisions of the trade agree- 
ment with Nicaragua will be modified as a result of the difficult financial situa- 
tion in that country. 


April: 


6. United States agrees to extend preferential trade treatment to the Philippine 
Commonwealth from 1946 to 1960. 
7. President Roosevelt orders the removal of Austria (now part of the Ger- 


man Reich) from the list of nations receiving preferential tariff treatment from 
the United States. 


May: 


12. United States and Venezuela sign a provisional trade agreement calling 
for reciprocal unconditional and unlimited most-favored-nation treatment. 


July: 


28. Announced in Washington that Germany has offered to negotiate a new 
trade agreement with the United States but that the offer has been declined 
because it did not conform to the most-favored-nation principle. 
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August: 


6. United States signs a trade agreement with Ecuador, which is scheduled to 
go into effect on October 23. 


6. Department of State announces the extension for another year of the trade 
agreement with the Soviet Union. 


November: 


15. United States signs a provisional commercial agreement with Greece. 

17. Reciprocal trade agreements with Canada and the United Kingdom are 
signed in Washington. The British agreement includes the British Colonies, but 
not the Dominions. The Canadian agreement replaces that concluded in 1935. 
Both agreements will become operative on January 1, 1939. 

30. Department of State announces that the United States contemplates a 
supplemental trade agreement with Cuba, with possible concessions on sugar, 
tobacco, rum and potatoes. 


December: 


7. United States signs a trade agreement with Iraq providing for unconditional 
most-favored-nation treatment. 


OTHER COUNTRIES 
January: 


21. Provisional government at Peiping (established by the Japanese military 
authorities) announces a series of tariff changes greatly increasing the tariff 
on articles which Japan cannot supply. 


April: 

14. France and Italy sign a new trade agreement discontinuing clearing ar- 
rangements after May 1, 1938. 

15. Mexico removes the 3 per cent surtax on imports collected by Mexican 
consuls abroad before the shipment of goods to Mexico. 
May: 


1. Mexico lowers certain tariffs on imports from the United States. 

11. Oslo Convention signatories—Belgium, Denmark, Finland, Luxemburg, the 
Netherlands, Norway and Sweden—fail to renew all the provisions of their 
mutual trade agreement of 1937 because of general world conditions. 


July: 
5. Italy signs a barter agreement with ‘‘Manchukuo.” 
August: 


9. Mexico imposes a 12 per cent tax on exports. 


24. Ecuador levies a 50 per cent surcharge on imports from countries whose 
trade balance with her is favorable. 


December: 


8. Bill is introduced in the British House of Commons providing for a fund 
of £10,000,000 to be placed at the disposal of the Board of Trade, to promote 
trade on the basis of “national interest.’ This action is regarded as an indica- 
tion of plans for a trade war with Germany. 

22. Government of the Netherlands formally abandons the principle of free 
trade and adopts protective tariff measures up to a maximum of 20 per cent. 
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on Austria’s annexation, 42; visits 
Italy, 56, 394, 397; pledges “'self- 
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Reichsvertretung der Juden in Deutsch- 
land, 92 

Reparations, German, 10-11, 14 

Revista Marittima, cited, 135 

Reynolds, Senator Robert R., 315 

Ribbentrop, Joachim von, and Czech 
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referendum, 156; text of statement, 
365; pledges aid to Canada if in- 
vaded, 200, 218, 219, 420; text of 
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